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I THE NEW SCENARIO IN THE HEALTH SERVICES SECTOR

Governments  are faced with a complex set of factors that continue to
make it increasingly difficult to provide health services to their populations. In
the developed world in particular high cost medical interventions combined with
an ageing population have made the marginal health returns to many
interventions extremely expensive . The rate of globalization of trade, travel and1

migration, technology and communications has dramatically accelerated over the
last two decades, resulting in gains for some and marginalization for others.
Ecological problems have emerged with increased threats to health.

The World Health Organization (WHO) reports that although
improvements in health status, health coverage and access to health care are
apparent throughout the world, these improvements have not benefited all. In
fact the number of the poor in developing countries has increased, thereby
increasing the potential for health status disparities between the developing and
the developed world. Projections indicate that there is a great danger that the
gains realized cannot be maintained in the future.   

It is increasingly being recognized that there is a significant impact of
economic policies on health status. New policies tend to reduce government
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spending on social sector programmes. If not counterbalanced, these policies can
lead to detrimental effects on health status. Considerable concern has been
expressed in recent years about the impact of economic development, and in
particular the structural adjustment process, on both the environment and on
social progress in general, especially education and health . The increased2

acceptance of the multiplicity of factors that contribute to health status has
resulted in attempts to develop intersectoral approaches. The health sector is
seeking to interact with other sectors such as agriculture, education, economic,
trade, and the environment.

As finances become more limited globally, the need to seek cost-efficient
and cost-effective strategies for health systems strengthening and health care
interventions is becoming more urgent. Competition between sectors can be
expected to become more intense. Understanding the relevant benefits of an
intersectoral approach and engaging the other sectors in developing coordinated
programmes are necessary steps in the development of effective actions.

The environment within which health systems and health policy are being
developed has changed dramatically. In previous decades governments looked
forward to long periods of independence, national reconstruction, economic
growth and a wider sharing of prosperity. "Redistribution with growth" was the
theme for development. Economic orthodoxy and development thinking has
changed. The redefinition and reduction of the role of the state are now being
seen on all continents. Market mechanisms, rather than public intervention, are
increasingly being used to drive national economies. The health sector is also
experiencing these changes. There is growth in private sector participation in the
financing, production and delivery of health and health care services. In some
countries public institutions are being sold off to the private sector and new
private institutions are replacing or augmenting them. Insurance schemes and
community financing are being encouraged, as well as private providers.
However, a new challenge will be for governments to continue to steer and
regulate the health sector, including private providers, for the benefit of public
health.  

The changing balance between the public and private sector raises
concern about equity and access to services especially of the most needy
populations. Most governments are engaged in health sector reform initiatives
and fundamental examination of the financing, organization and management
of their systems. The search for new partnerships and sources of revenue is an
integral part of these reforms. 

The issues discussed above affect different countries in different ways.
The capacity to address them depends in part on the socioeconomic and political
environment of the country. 
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The key issues facing a number of poor developing countries include
shortages of resources: financial, material and human. This is aggravated by
adverse economic conditions and the loss of trained personnel to other countries.
There is also a shortage of technology in many countries, and in others a
concentration of high technology that serves only a small part of the population.
Countries are searching for opportunities  that will provide foreign capital and
strengthen their ability to meet the needs of their populations. Among the
opportunities being examined is a greater attention to opportunities for trade
within the health sector. Countries are seeking areas in which they have a
comparative advantage and using this as a basis for the development of services
for export.

The competitive position of a health service will depend on many factors:
the cost structure, the availability and skill level of human resources, service
differentiation, availability of technology and health facilities. These
comparative advantages are reinforced by other factors such as geographical
proximity, cultural and linguistic affinities, natural endowments, and the ability
to market the advantages effectively.

The benefits that may accrue from the development of trade opportunities
must be weighed against the potential negative effects. For example, the
development of a private facility with state-of-the-art technology to provide
services for the wealthy or for foreign persons will increase the technology
available in the health system. However, it is unlikely to contribute to the
improvement of access to health services for the general population, unless
arrangements are made that require a proportion of the beds or services to be
available to the public sector. From a competitive point of view, the availability
of technology is an important element to make a specific country/health
establishment appealing. From a public health point of view, a right balance
should be found between the need to invest in technology to guarantee a modern
and effective level of health care, and the avoidance of overspending. It is clear
that as countries explore opportunities in trade in health services there must not
only be the corresponding regulations that enable this to take place, but more
importantly legislation and regulations that support values of the national health
policy such as equity and sustainability.

The General Agreement on Trade in Services (GATS) is the first
multilateral agreement to provide a framework for regulating trade in services
according to principles similar to those for trade in goods.  It defines trade in
services by the way in which they are supplied: by personnel providing services
abroad, by consumption in other countries, through foreign direct investments,
and across borders.  In terms of GATS, health services include the general and
specialized services of medical doctors; deliveries and related services, nursing
services, physiotherapeutic and paramedical services; all hospital services;
ambulance services, residential health facilities services, and services provided
by medical and dental laboratories.  In the multilateral negotiations, professional
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services of doctors and nurses were differentiated from those of hospital services
and negotiated separately.3

II MODES OF TRADE IN HEALTH SERVICES

Movement of natural persons

The temporary movement of personnel to provide services abroad is
relatively more significant as a mode of trade in health services due to the
essentially labour-intensive nature of these services, the fact that shortages of
personnel exist in many countries and the fact that health services unlike many
other professional services (e.g. legal, accounting services), are largely based on
universal scientific knowledge.

Health professionals move to seek improved living and working
conditions and more lucrative remuneration, often shifting from the public to the
private sector. They also may wish to acquire higher professional qualifications
or to expose themselves to new techniques not available in the home country.
The employers seek to purchase skills that are in short supply domestically.  The4

movement of health professionals can remove shortages in the receiving
countries, and remittances can improve the standard of living in the countries of
origin. Thus, while the permanent emigration of health personnel can result in
a brain drain from developing countries, the temporary movement can contribute
to a general upgrading of skills when the returning persons resume their
activities.

Developing countries are estimated to supply 56 percent of all migrating
physicians and receive less than 11 percent . The direction of flows has changed5

over time. Whereas, in the 1960s, doctors working abroad were mostly from
developed countries, they now come predominantly from developing countries
and particularly from Asia . Many countries experience both an outflow and6

inflow of health personnel. For example, the United Kingdom exports junior
nurses to the United States and in turn imports nurses (e.g. from India and
Ireland) to meet domestic shortage; Jamaica exports nurses to the United States
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and imports them from Myanmar and Nigeria. Thus, the lowest income countries
are the ones most affected by the "brain drain" as they are unable to attract
replacements. For example, South Africa has witnessed an exodus of medical
personnel to Canada, United Kingdom and United States, and also a migration
from the public to the private sector within the country. The resulting shortage
in the public sector was first met by personnel from neighbouring countries;
however, as this was producing an unacceptable brain drain from its poorer
neighbours, the South African government entered into contracts with Cuba to
obtain medical personnel to work in more remote areas. In order to halt brain
drain, an arrangement has been made for doctors from Mozambique to work part
of their time in South Africa (while resident in Mozambique) so as to
supplement their income. Often health professionals from developing countries
are providing a great deal of the unskilled labour in the health sector in the
developed world, despite the qualifications they may have. 

Some recent studies draw attention to the saturation of developed country
markets, especially the United States and the European Union, for certain
categories of health professionals.  However, new openings may still be7

available in specific sectors, such as nursing care for the elderly and for people
with disabilities or for patients suffering from drug or alcohol addictions, and
medical services in remote areas. Cultural affinities and geographical proximity
facilitate the movement of health personnel abroad.

Actual or potential trade barriers

Restrictions to movement of health personnel may arise from economic
needs test requirements, discriminatory licensing, difficulties with accreditation
or recognition of foreign professional qualifications, nationality and residency
requirements, state and provincial requirements, immigration regulations, access
to examinations for completion of qualifications, foreign exchange controls
affecting the repatriation of earning, or discriminatory regulation of fees and
expenses. 

Economic needs tests (ENT) condition temporary entry upon a
determination that no resident/national of the host country is available and
qualified to carry out the same assignment. In the GATS commitments, ENT,
defined as a barrier to market access under Article XVI, frequently appears as
a qualification to commitments relating to the movement of natural persons,
including intracorporate transferees and independent contracted professionals.
ENT acts as a quota restriction and may be qualitative or quantitative. ENT takes
into account current population characteristics and health care service
capabilities.     Licensing provision can impede entry of foreigners through
non-recognition of their professional qualifications or by imposing
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discriminatory, more stringent and more costly standards on them. Licensing and
recognition of qualifications is particularly complicated in cases where no
national licensing body exists and granting of the licence to practice medicine
is the responsibility of the individual state or provincial authorities, each of
which has a medical licensing board.  The requirement of registration with, or
membership of, professional organizations could also constitute an obstacle to
the person wishing to provide the service on a temporary basis.

In the United States, for instance, the requirements for obtaining a licence
to practice medicine for those with qualifications obtained outside the United
States vary from state to state, some of which allow graduates of foreign medical
schools to practice subject to a written examination. Candidates must also pass
the qualifying examination of the Educational Commission for Foreign Medical
Graduates, and then undertake a period of graduate medical education at a
hospital in the United States. Many states grant a licence to practice medicine by
endorsement to graduates of accredited Canadian medical schools . 8

In Canada, the requirements for physicians with foreign qualifications to
obtain a licence to practice medicine vary from province to province. Foreigners
must also obtain the agreement of the relevant provincial ministry that their
professional services are needed. Registered nurses must have been granted a
provincial licence to practice in Canada before they can be granted entry as
professionals. An employment authorization issued at the time of entry can have
a maximum duration of one year. Extensions may be granted in one-year
increments, at the discretion of an immigration officer. Under the North
American Free Trade Agreement, provision is made for temporary movement
of health professionals.

Within the European Union discriminatory treatment of nationals of other
Member States based on nationality with regard to establishment and provision
of services is prohibited. Several directives cover health service providers
(Directive 77/452/EEC nurses responsible for general care, Directive
78/1026/EEC veterinary surgeons, Directive 80/154/EEC midwives, Directive
85/433/EEC pharmacists). Council Directive 93/16/EEC of 5 April 1993 relates
to facilitation of the free movement of doctors and mutual recognition of their
diplomas, certificates and other evidence of formal qualifications. It establishes
provisions to facilitate the effective exercise of the right of establishment and
freedom to provide services in respect to the activities of doctors, and provides
for mechanisms of convergence and coordination. Proposals have been made to
provide for examining the problems of  nationals of the European Union (EU)
with third-country medical qualifications . Council Directive 89/48/EEC of 219

December 1988 provides for a general system for ensuring the equivalence of



Difficulties and opportunities for developing countries

 Some Member States have implemented legislation setting up rules on licensing and10

recognition of qualifications obtained in non-EU countries.  

9

university diplomas in order to bring about the effective freedom of
establishment within the EU. Article 3 is the main provision of the Directive and
establishes the general rule that a person who is entitled to exercise a profession
in the member state of origin is entitled to recognition of a diploma for the
purpose of taking up the same profession in the host state. Therefore it creates
a right to recognition which individuals may rely upon directly before national
authorities, both administrative and judicial. The system is based on the
principle of mutual confidence and comparability of training levels.  However,
where major structural differences between training courses exist, the host
Member State would be entitled to require compensation, namely the adaptation
period and the aptitude test . 10

Although professional associations are crucial in maintaining standards
and quality of service, they have often attempted to dampen price competition
and restrict new entrants. For example, the American Medical Association used
to provide for contract practice rules that made it unethical for a physician to
treat patients under a salaried contract with a hospital or health maintenance
organization (HMO) that was controlled by non-physicians. Association rules
also considered it unethical for a physician to accept compensation that was
inadequate in light of the usual fees in the community. Professionals have used
control over medical plans or insurance firms to discriminate against potential
competitors in the domestic market and abroad. However, restrictions imposed
by professional associations are being eroded by market forces. It should be
noted that some joint actions are legitimate and aim at maintaining standards and
quality. 

Lack of or incomplete information may discourage health professionals
from looking for working opportunities abroad. In response to this problem, a
number of specialized firms actively seek medical personnel for foreign
destinations. 

Regulations have often prevented health care professionals from
advertising prices, discounts and services. Removing this restraint could be of
importance in promoting competition; on the other hand, these regulations have
been implemented with the aim of maintaining quality, compensating consumers
for lack of information, and preventing deception and consumer injury. 

GATS commitments

Most GATS commitments on temporary entry and stay of natural persons
are not sector specific and therefore it is hard to evaluate how they will affect
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health care personnel . The commitments on the movement of natural persons11

normally include entry requirements for three main categories of personnel -
business visitors, personnel engaged in setting up an establishment presence, and
intracompany transferee - and, a fourth category, namely personnel in specialty
occupations. The fourth category could provide some limited access for health
professionals, e.g. in the area of management consulting, research and
development, or health educational services. Only a few countries, thus far, have
made commitments in the area of personnel in specialty occupations. 

Some of the trade barriers mentioned above are evident from the market
access and national treatment limitations contained in GATS commitments.
Moreover, temporary entry and stay of independent health care personnel are
generally not covered by GATS commitments. A few commitments do provide
for movement of natural persons in the medical and dental services, e.g. the EU
under the sub-sector relating to professional services has scheduled
commitments relating to (I) medical, dental and midwifery services (CPC 9312,
93191); (ii) veterinary services (CPC 932); (iii) nurses, physiotherapists and
paramedical personnel (CPC 93191); and (iv) pharmacists. The commitments
relating to (I) are covered both by the modes of supply relating to commercial
presence and movement of persons. Under foreign commercial presence, some
Member countries limit access to natural persons or professional associations
among natural persons. Under the mode of supply of natural persons, residence
or nationality requirements, ENT or limited authorizations apply .12

The specific commitments on this mode of supply demonstrate that few
countries have bound their existing immigration laws and regulations; there is
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therefore some margin for improving the concessions without actually modifying
the relevant legislation. In fact a number of countries have introduced provisions
in their immigration legislation to facilitate the temporary entry of certain
categories of medical personnel. In the United States, for instance, an H1A visa
is granted to foreign nurses who are not immigrants and who occupy permanent
positions temporarily; this visa does not require certification from the United
States Department of Labor. A 1994 Act authorizes each state's department of
public health to grant waivers for up to 20 physicians per year to work in areas
having a shortage of health care professionals . 13

In Australia, of the 24 major classes of temporary resident visas and entry
permits at least nine are relevant to the temporary entry of specialty personnel,
including educational personnel, visiting academics, medical practitioners, and
public lecturers. In Japan, in addition to persons setting up a commercial
presence and intracompany transferees, employment permits temporary working
visas to be issued to 13 categories of persons, including professors for research
and teaching at the college-level; providers of medical services, and researchers.
The United Kingdom has a regulatory regime for non-EU nationals that allows
the issuance of work permits to licensed professionals, administrative and
executive staff, highly qualified technicians with specialized experience, key
workers with expert knowledge, and hospital auxiliary occupations. These
categories are subject to a labour market needs test and, in the case of hospital
auxiliary occupations, to quotas .14

Movement of consumers

Trade in health services under this mode includes primarily health
services provided to foreign patients; however, educational services provided to
foreign students can also be considered as trade in health services. 

Patients seeking health care in foreign countries could include (i) those
who travel abroad looking for specialized and surgical treatments that employ
advanced technology which may not be available at home or for prestigious
health institutions; (ii) those who travel for convalescence care; (iii) those who
travel to specific places to benefit from natural endowments - such as hot springs
and spas - and are willing to link medical treatment with other activities, such
as recreational tourism; (iv) those who travel for medical and dental outpatient
treatment, looking for a treatment of similar quality to that they can receive at
home, but less expensive or for specific services not available in the country of
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origin. Emigrants living abroad and border patients are important groups of
clients; (v) elderly persons who move to countries where costs are lower and the
climate is better than in the home country, and returning nationals who have
lived many years abroad and who are able to retire in their country of origin.
Retirees are regarded by many as the biggest potential market for developing
countries; therefore the health care these countries are able to provide will affect
their ability to attract the elderly. However, a major barrier to retiring abroad is
the lack of portability of health insurances .  15

Elements such as well-developed transportation, common or similar
language and culture, friendly doctor-patient relationship, readily available
information on health facilities abroad, established links with health institutions
in the home country contribute in all cases to making the option of health care
in a foreign country more attractive. On the other hand, visa requirements,
foreign exchange restrictions or the need to obtain authorization for medical
expenditures may limit many patients from seeking services in foreign countries.

Countries which have traditionally attracted foreign patients are the
developed countries which can offer health providers of international reputation,
specialized treatment, and state-of-art technology. However, developed countries
also compete among themselves on the basis of the fees they charge . A number16

of developing countries are actively seeking to attract foreign consumers relying
on their ability to offer good health care at prices significantly lower than in the
developed countries. Others are trying to penetrate the international health
service market on the basis of the uniqueness of the treatment they can offer or
relying on their natural, geographical and cultural characteristics; however, these
elements are usually combined with price advantages . 17

Until some years ago, the movement of patients was expected to expand,
under the assumption that patients would increasingly request highly specialized
care and that the number of health institutions able to provide it would be
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limited. However, the trends in other modes of supply, especially commercial
presence and cross border trade, as discussed below, may be reducing the
motivations for patients to travel abroad, or may shorten the length of their stay
in foreign countries.

On the other hand, the global trend of increasing medical costs and
decreasing public health care budgets, with the consequent reduction of health
care coverage, may encourage a larger number of patients to look for health
treatment in countries where the ratio price/quality is more advantageous than
at home. The effort to keep health costs under control may prompt HMOs in
developed countries to include in their network developing country health
institutions which can provide medical treatment at competitive prices. The
reduction of public health coverage is leading to the expansion of private
insurances, which may include treatment abroad .18

The overcapacity in hospital beds in certain countries, notably the United
States, has prompted major marketing efforts to reach potential foreign patients.
Efforts by medical institutions, in countries where state-controlled medicine was
previously the rule, to attract high paying foreign clients are beginning to have
their impact. 

Actual or potential barriers

In the case of movement of patients, the most important barrier is the
emotional insecurity of persons who are ill who do not wish to be far from their
families and are particularly sensitive to cultural and linguistic differences. For
those persons willing to travel to receive health care, an additional deterrent is
the fact that in most cases the public health systems and the private insurance
policies do not cover health treatment abroad (with the exception of some "de
luxe" private insurance which include treatment abroad, but charge very high
premiums, and of some insurances which cover health care received abroad in
case of an emergency during business trips or vacations). This limits the current
market for trade in the form of movement of patients to certain categories of
consumers. Patients might, therefore, look for health care abroad if the treatment
needed is not covered or not available, or is only partially covered by their health
insurance. Since they have to pay for it, they may consider going where the ratio
quality/price is more favourable than at home.  Insurance coverage may be less
of a factor when there are long waiting lists to have access to cover medical
services, or when the patient feels that the quality of the health services provided
by foreign institutions is significantly better than that provided by national
institutions and is able and willing to pay regardless of insurance coverage.
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The European Union has dealt with the problem of the nonportability of
public health care insurance by a system under which sickness benefits in kind
are provided according to the legislation of the country where a EU citizen
resides or stays as if he or she was insured in that country. These benefits may
be more or less advantageous than those provided by the country where the
citizen is actually insured. After delivering the service, a bill is submitted to the
health insurance of the home country for payment . In some other countries (e.g.19

Costa Rica, Egypt, Jordan) patients can be authorized to obtain treatment abroad
at the cost of the national health system (NHS) when the NHS are not in a
position to provide the required treatment. However, procedures for
authorization can be long and cumbersome. Some countries, including EU
Member States, have signed bilateral agreements which allow a total or partial
portability of the public health insurance

GATS commitments

In the GATS commitments related to trade in health services,
consumption abroad is usually allowed without limitations.  However, some
countries (i.e. Bulgaria, Poland and the United Sates) have indicated restrictions
on the coverage of public insurance schemes outside the country.

As students prefer to study in their own country to avoid future problems
in certifying diplomas and obtaining licenses to practice their profession, this
kind of movement of consumers takes place mainly for specific reasons.
Examples are:  when health education is not available in the home country;
when the cost of medical or paramedical training varies greatly among countries;
when students are unable to meet the qualifications of the domestic medical
schools; or when they aim at achieving a higher level of education which could
facilitate their access to the labour market of the country where they have studied
or could allow them to increase their earning potential in their home country. In
some cases foreign students become "residents" (postgraduate medical trainees
who are delivering services), thus converting themselves from importers to
exporters of services, while remaining in the same institution. 

Usually, developed countries' strength to attract foreign students is based
primarily on the international reputation of their institutions and/or on the
uniqueness of the training they can offer. However, to an increasing extent, the
cost is becoming a competitive factor. Some developing countries are also using
the good reputation of their schools and/or of the special training they can offer,
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combined with the cost factor, as a means to attract foreign students. The ties
established between foreign students and the hospitals where they undergo their
study or training may become an important element later in patient referrals to
such institutions from the students' home countries. 

It seems that the most important criteria for choosing a foreign institution
are its reputation, the cost, and the availability of funding. Other factors, such as
language and cultural affinities and geographical proximity, also play a
significant role. In certain cases it is the uniqueness of the training which attracts
foreign students, such as the case of traditional Chinese medicine. The choice
to go to abroad for education and/or training is also influenced by the extent to
which the foreign diplomas are recognized by the home country . 20

Issues relating to the recognition of diplomas are usually very sensitive.
One reason is the objective disparities in the curricula offered by different
countries/institutions, another is the resistance of the health professional
associations to open the domestic markets to students who have studied abroad,
especially when there is no shortage of medical personnel trained in local
schools. However, professional associations play a positive role in ensuring that
health professionals comply with certain quality standards. Institutions which
attract foreign students mainly because of low tuition prices and lack of
screening during foreign students' enrolment risk being penalized if, at the same
time, they are not able to give assurance on the quality of the education/training
provided and the standards enforced in granting of degrees. 

Some countries have a long tradition in providing education and training
to foreign students (e.g. the United Kingdom  or the United States), while21

others have only recently entered into this market (e.g. Australia) . Other22

countries, like China, which have traditionally provided education and training
to foreign students in the framework of technical cooperation programmes, are
now tending to do so on a commercial basis. However, countries such as Brazil
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are still receiving foreign students mainly in the framework of technical
assistance or other kind of agreements. 

The flow of developing country students moving to other countries to
study appears to be decreasing, since several developing countries have
established medical and paramedical schools to meet national demand .23

Moreover, the use of information technology, and in particular telemedicine, is
affecting the movements of students, since they can use interactive educational
services and upgrade their education without going abroad. However, while
some years ago students in the health professions would concentrate in the area
of medicine, dentistry or nursing, nowadays they may consider enrolling in new
disciplines, such as health services management, or nursing administration.
Since most developing countries are still unable to provide adequate education
and training in these new areas, a number of students may consider going abroad
for this kind of study/training.

Foreign commercial presence

This mode includes the establishment of a commercial presence in a
foreign market to provide health-related services to clients in that market. It can
be split into the following categories: (i) foreign commercial presence in the
hospital operation/management sector; (ii) in the health insurance sector; (iii) in
the educational sector; and (iv) on an ad-hoc basis.  

In most countries foreign investment in the health sector has faced
considerable restriction, if not prohibited. However, many countries have started
opening their markets to foreign presence in various forms and favouring
competition as a means to achieve better health services, reduce price escalation,
and take pressure off the public sector. In addition, new business techniques
have facilitated foreign participation with a minimum of actual investment.

Foreign commercial presence in the hospital operation/management
sector. Hospital management companies usually try to establish themselves in
countries which have liberal investment laws, are open to joint ventures, and
have either high per capita income or a sufficiently large share of the population
which can afford private health treatment.

It appears that most providers of health services have established
themselves in foreign countries through joint ventures with local partners or triad
ventures with local and third country investors. Acquisition of facilities is one
technique of commercial presence but is restricted in many countries,
management contracts and licensing are becoming a preferred means of
commercial establishment for hospital services.  The involvement of local
partnership is usually sought so as to have access to certified and adequately
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 Since the opening of the market, four multinational companies have established24

themselves in Brazil, mainly creating joint-ventures with local companies. It seems that the
presence of foreign insurance companies has already produced some improvements in the
Brazilian market, namely, companies are offering insurance packages which provide a better
coverage and are starting to save on administrative costs. Information collected in an interview
with the manager of a consultancy firm specialized in insurances in Brazil in January 1997.

The term "managed care" encompasses HMOs,  preferred-provider organizations25

(PPOs), and point-of-service financing and delivery systems. HMOs are the most tightly
structured variant of  managed care, requiring patients to use participating physicians for medical
care except in emergencies. PPOs are networks of individual physicians, medical groups, and
hospitals that accept a discounted rate of payment in exchange for the plans, efforts to deliver
large number of patients. Point-of-service plans are more restrictive than PPOs, but less so than
HMOs in terms of the patient's ability to choose doctors. J.K. Iglehart, Health Policy Report.
Physicians and the Growth of Managed Care. The New England Journal of Medicine, Vol. 331,
No 17, October 1994.  pp. 1167-1171. 
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trained local medical personnel. Moreover, a local partner helps in ensuring local
contact and commitments. 

A significant characteristic of commercial presence in hospital
operation/management is the involvement of companies whose traditional
business lies outside health care services, such as management or pharmaceutical
companies. This trend indicates that hospital operation/management is regarded
as a growing sector and ideal for diversification. Another trend is to contract to
an increasing extent non-health-related companies to carry out ancillary health
services. 

Foreign commercial presence in the insurance sector.  Until recently,
private health plans have seen little development abroad, in part because the
market was limited, but also because in some countries there were regulations
limiting or prohibiting private foreign investment in health insurance.

In Brazil, for instance, the health insurance market was opened to foreign
capital and companies in May 1996, as part of the commitment of the
Government to raise the quality of health services offered, to lower their prices
and to establish a fair level of competition in the market . However, the24

anticipated price decreases have not materialized, the main reason being that
foreign insurance companies are not allowed to invest in hospitals, therefore the
market is still characterized by very limited competition. 

Another technique for penetrating foreign markets is through "managed
care" services, which combine management and insurance. Managed care is a
system that in varying degrees integrates the financing and delivery of medical
care through contracts with selected physicians and hospitals and links with
insurance companies (most HMOs are provided by large insurance companies)
to provide comprehensive health care services to enrolled members for a
predetermined monthly premium . They, thus, create both captive suppliers and25

a captive market, but serve to reduce overall medical costs by requiring the
participating physicians to provide the lowest cost treatment. In some countries,
persons who would normally be unable to pay for private insurance can afford
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expansion of hospital facilities is limited by a health services plan that identifies local needs.
Sweden maintains economic-need limitations on the number of private medical service practices
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health care sectors require authorities to consider local interests before authorizing foreign
persons or companies to acquire property and before allowing foreign concerns to invest in
corporate entities. In France, foreign acquisitions of the stock of newly privatized companies may
be limited if total foreign investment exceeds one third of total investment or 20 percent of total
equity. In Finland, foreign commercial presence is allowed only through incorporation with a
foreign equity ceiling of 51 per cent. 
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the managed care plans, thus taking pressure off the public health sector. On the
other hand the plans may lead to the defection of public doctors to the private
sector.  Managed care firms are resented by independent medical practitioners
who fear a reduction in their autonomy, in their incomes and in the quality of
medical treatment, but they find it difficult to compete with the managed care
enterprises.

Foreign commercial presence in the educational sector.  Some well-
known medical schools are establishing themselves in foreign countries,
including developing countries, usually through joint-ventures with local
schools. This kind of foreign commercial presence is often accompanied by
movement of providers (e.g. professors) and movement of consumers (e.g.
students moving from the headquarters to the subsidiaries and vice-versa). The
interest for the recipient country is to differentiate and upgrade the curricula
available to its students/medical personnel, while the interest for the exporting
institution is to have access to new sources of revenue, to spread its reputation
abroad, and to avoid the overcrowding of its headquarters. 

Foreign commercial presence on an ad hoc basis.  Sometimes companies
establish themselves abroad with the purpose of, for instance, upgrading health
facilities within the framework of multilateral funding programmes. This kind
of commercial presence is time-limited, since foreign companies usually leave
the host country once the specific activities they were called to carry out have
been finalized. 

Actual or potential trade barriers and GATS commitments

According to their GATS commitments, all Member States of the
European Union maintain some form of economic-need limitations on the
establishment of new hospital facilities . Moreover, almost every EU Member26

favours local over foreign interests in the establishment of a commercial
presence. Less favourable treatment may be extended to foreign persons or
entities with respect to acquiring real estate or investing in health care
concerns .  27
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In the United States, the establishment of hospitals or other health care
facilities may be subject to needs-based quantitative limits. Canada has not
scheduled commitments on any health care services.  Japan limits ownership of
hospitals and clinics to national-licensed physicians or groups of persons of
whom at least one member is a Japanese-licensed doctor.  Moreover, investor-
owned hospitals that are operated for profit are prohibited. Regulations are less
strict in the nursing home sector where foreign companies are benefiting from
a dramatic increase in the over-65-year-old population in Japan and a shortage
of nursing homes and other long-term care facilities in that country .28

According to the 1988 Constitution of Brazil, foreign companies cannot
own hospitals or clinics. In Mexico, foreign investment is allowed up to 49 per
cent of the registered capital of enterprises. In India, foreign companies can
establish themselves only through incorporation, with a foreign equity ceiling of
51 per cent. Malaysia maintains economic needs tests. Foreign companies have
to set up joint-venture corporations with Malaysian individuals or Malaysian-
controlled corporations or both. Aggregate foreign share holding in the joint-
venture corporations shall not exceed 30 per cent. However, some countries go
beyond their commitments and actually allow more openness in their markets.

GATS commitments on "Life, accident and health insurance services" are
most detailed under the mode of commercial presence. Cross-border trade is left
“unbound” - i.e. no commitment has been made, therefore countries remain free
to introduce any new measure regulating foreign service provision in the
domestic market - in both market access and national treatment. Somewhat more
liberal commitments are made for consumption abroad in market access, but not
for national treatment, which is mostly left unbound. Among the many
requirements for providing life, accident and health insurance services through
commercial presence, the following are cited by most countries under market
access commitments: limitations on foreign equity participation, requirements
to provide the service with a specific legal entity; commercial presence;
authorization and licensing requirements; limitation on the type of operations
performed.  A few countries have included such discretionary measures as
economic needs test as well.  In national treatment commitments are less
stringent and conditions are mainly related to limited foreign share holding and
nationality requirements.

The trend in both developed and developing countries is to open markets
to domestic and foreign competition with the aim of reducing costs and
improving quality so as to make the private health structure accessible to a
number of people who cannot afford it at present. The switch of a part of the
population from the public to the private health structures, with the consequent
increase of human and financial resources available to the public sector, would
be especially positive in those countries which suffer from a shortage of medical
personnel and health facilities. A new challenge for the private and the public
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In India, for instance, the government may provide the land to build private hospitals29

in exchange for a certain number of beds for patients of the public sector. Information collected
in interviews with the managers of the Apollo Hospital and the Scort Heart Centre in New Delhi,
India, in January 1997.

  Financial Times, 5 February, 1997.30
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sectors is, thus, how to coexist in the same market benefiting from each other's
presence. Some countries have already worked out arrangements to make sure
that domestic and foreign private investments in the health sector are beneficial
to the whole population .29

The opening of markets to foreign insurance companies may also yield
some positive results. It seems that domestic companies which have to compete
with foreign companies are already improving - in terms of premiums, range of
benefits, and conditions for enrolment - the insurance package they offer to their
clients. If an increasing number of patients can join private health plans and a
larger number of treatments are included in those plans, the consequence will
likely be less pressure on the public infrastructure. However, a "new generation"
of regulations may be required to ensure that foreign commercial presence is
supportive of the national health system in the importing country.

Cross-border trade

Until recently cross-border trade in medical services, apart from licensing
and royalties, did not seem to be feasible, particularly on a commercial basis.
However, the recent rapid development in telecommunication technologies and
health informatics has been dramatically changing the picture. Telemedicine, the
practice of medical care using interactive audio, visual and data
communications, includes medical care delivery, consultations, diagnosis and
treatment, as well as education and the transfer of medical data. To a certain
extent telemedicine is a substitute for face-to-face contact between health care
provider and client as well as consultations between health care providers
themselves. Other new developments in cross border trade include the
processing of insurance claims/bills in developing countries, and offshore
medical reporting.  

One of the driving forces behind the recent provision and application of
telemedicine services is their effect on cost inflation. According to studies in the
United States, cost of telemedicine services could be expected to halve that of
traditional services. Health care providers would be able to see a greater number
of patients per day, particularly in cases related to home visiting, and this would
benefit particularly understaffed health care institutions  30

Currently, international trade in telemedicine services seems to take place
amongst developed countries or is imported from developed into developing
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WellCare Group as a Harvard Medical School initiative to provide national and international
telemedicine services. The Well CareTelemedicine Network has set connections between the
United States, Europe, Australia and Singapore and has offered telemedical services in a number
of developing countries. Another example is Health Care International (HCI), located in
Scotland, which is providing the world's first fully electronic patient care and completely
electronic medical record. HCI receives referrals from health care providers in the Middle East,
Greece, Turkey, Egypt, and the United Kingdom. M. Sosa-Iudicissa et al (Eds.), Health,
Information Society and Developing Countries.  Amsterdam, IOS Press, 1995. 
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countries . Among immediate benefits to the developing countries that accrue31

from the development of trade in telemedicine services are improved access to
medical care and upgrading of the uneven quality of health treatments received
in different regions and countries. Teleconferencing has been established among
institutions in Canada, Kenya and Uganda for continuing medical education to
allow health care workers in Africa to benefit from the latest medical knowledge
and advances. Development of telemedicine could eventually have impact on
other modes of supply of medical services: through receiving cross-border
consultations patients will be less likely to travel abroad; medical professionals
and students will be able to buy medical education services from foreign
countries and will be less likely to move abroad. Telemedicine may facilitate the
development across countries of consistent curricula and mutually acceptable
professional standards. 

The basic conditions that will further development of telemedicine over
the next few years are the continued need for improving access and decreasing
costs of health care, including elimination of money and time costs spent on
travel of patients, physicians and nurses. With economic growth, ageing of the
population, growth in attainment of education, emergence of new diseases and
re-emergence and persistence of old diseases, the demand for medical services
will be expected to grow substantially. Countries that will be able to benefit from
telemedicine services most will be those that will have enabling technology and
trained medical professionals to provide and receive it. On the other hand, lack
of access to the development of telemedicine networks not only would deny
potential benefits to local consumers, but also would marginalize health
professionals in those countries which are unable to become part of the network.

Actual or potential trade barriers

The existence of the enabling technology constitutes a critical element in
providing some of these services: the substantial investment needed would make
trade in telemedicine services prohibitively expensive in some cases. However,
with the general trend of declining costs of equipment and communication links
these aspects should be less acute in the near future. Several standards exist for
transmitting data and images and for making electronic medical records,
therefore compatibility problems could arise. Internationally agreed standards
would enhance trade and comparability of care. 
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Many problems, of technical and ethical nature, have to be overcome
before telemedicine can be practised on a broad basis. Concerns remain
regarding privacy of the patient in providing information on  medical conditions,
and steps should be undertaken to ensure patients' confidentiality.  

The recognition of qualifications of the service provider and associated
question of licenses to provide services across borders is also an issue. The
question of ethical and legal liability associated with the provision of
telemedicine services involves the dispersion of medical liability. Solutions
similar to those in traditional medical services could be proposed by determining
that the liability belongs to the practitioner who received the service (e.g. as in
laboratory tests). More broadly, the regulatory framework has to be developed
and legislation adopted before full-scale application of telemedicine can proceed.

Notwithstanding the favourable cost effect on patients’ spending,
telemedicine for the most part is not covered by the existing insurance schemes
yet. However, fears that consumer unwillingness to receive consultations via
telecommunications and their preference for direct face-to-face contact would
limit provision of telemedicine were not supported by the early studies, where,
contrary to expectations, technology acceptance was not a major issue.

GATS commitments

More than half the commitments on cross-border trade were left unbound.
It would be difficult to imagine that individual countries would impose
restrictions on this type of trade, but issues of standards, liability, and
recognition of qualifications would have the effect of limiting further
development.

III EXPORT STRATEGIES IN THE HEALTH SERVICES SECTOR
    

The development of exportable health services is seen as a means of: (a)
contributing the resources required to reduce financial pressure on the fiscal
deficit created by the need to grant universal coverage; (b) improving
infrastructure (hospital facilities and other complementary structures) by
utilizing the resources resulting from serving foreign demand, and (c) upgrading
technological capacities with a direct impact on the national health system which
can be assimilated and/or adapted to the existing human resources infrastructure.
A crucial element of any successful export strategy is to benefit from the optimal
use of forward and backward linkages between domestic production and the
external markets of health care services.

Export strategies may be implemented by different actors: governments;
public and private sectors;  private sector associations; and individual
companies. 

 Strategies implemented by governments. The rationale of this strategy is
to obtain foreign currency from exports of health services in order to strengthen
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the financial capacity of public health institutions and make the health sector a
contributor to the global development of the country. Three key examples are
Cuba, the United Kingdom and Jordan. 

In Cuba, one of the government's objectives is to convert the country into
"a world medical power." In this perspective, a multifaced export strategy in the
health sector has been implemented since the end of the 1980s. One of the main
elements of this strategy is to send medical personnel abroad, especially to
countries which experience a serious shortage of health workers. Another is to
attract foreign patients to specialized clinics which provide high quality health
care at competitive prices. Most of the specialized clinics also function as
training centres of medical schools for national and foreign students. Another
facet of Cuban export strategy is to link health care with tourism. SERVIMED,
a trading company created by the government, prepares health/tourism packages
to be sold in target markets in cooperation with tour operators and travel
agencies. Cuba also relies on service differentiation to make its health services
competitive in the world market. Cuban doctors are able to treat with success
some skin diseases which are regarded as incurable in the rest of the world.
These treatments are associated with the development of new procedures and
new drugs. The success of the Cuban strategy is proved by the increasing
number of patients who go there every year for treatment. During the period
1995/96, more than 25,000 patients and 1,500 students went to Cuba for
treatment and training respectively. As a result,  income earning from the sale
of health services to foreigners amounted to more than US$ 25 millions. 

In 1988, the United Kingdom created the National Health System
Overseas Enterprise (NHSOE), as the marketing arm of public health companies
and institutions to facilitate the export of health services provided by the public
sector. The rationale of the strategy is twofold. First, by exporting medical
services, NHSOE is trying to strengthen the financial capacity of public health
institutions to maintain and increase the coverage and standards of public health
in the United Kingdom. Second, NHSOE provides development and care
opportunities to British health professionals through their participation in
overseas projects. The impact of this strategy has been positive, since public
health institutions have been able to sell services overseas and obtain fresh
financial resources. In addition, through the training and educational
programmes, the NHS has partially overcome the shortage of medical personnel
within the public sector, by facilitating the stay of foreign professionals.

Jordan has taken great strides since the beginning of the 1990s to become
the medical centre of the Arab world. In this perspective, it has launched
massive investment programmes to upgrade and modernize public hospitals and
medical schools. It has, at the same time, created incentives for national and
foreign private investment in the health sector. As a result of this strategy, eleven
new private hospitals have started operations, most of them benefiting from
state-of-art technology, including computerized links with prestigious health
centres in Europe and North America. 
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and supportingR&D in the application of multimedia processes to deliver health care, taking
advantage of its very developed infrastructure and low cost of telecommunications. The treatment
of foreign patients encompasses the sale of private beds in public hospitals as well as in private
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Joint strategies implemented by the public and the private sector.
Australia established the National Health Industry Development Forum (HIDF)
in 1994 and implanted a programme of assistance to private firms, in an effort
to bring various parts of the health industry together and help develop a common
focus. The Forum is jointly convened by the ministries of industry and of health,
with the support of Austrade. Australia's export strategy is focusing on two of
the modes of supply, namely cross border trade and movement of consumers .32

The public and the private sectors in China have jointly developed a
strategy to attract foreign consumers, to export health providers and to set up
foreign commercial presence, mainly based on the uniqueness of traditional
Chinese medicine (TCM). Many of the foreign patients who go to China for
treatment are "overseas" Chinese;  however an increasing number of non-
Chinese patients are showing interest in TCM. The movement of suppliers of
services takes the form of health teams working abroad on contract - both in the
framework of aid programmes or on a strictly commercial basis. Usually,
Chinese institutions enter into agreements with foreign governments or directly
with medical institutions. While they make a small profit, their main objectives
are to upgrade the standards of medical services in China by exposing medical
personnel to broader experiences and new techniques, and to disseminate the use
of TCM abroad to benefit, in the long run, from a larger demand for TCM from
patients in Western countries. China has also entered into joint ventures with
partners in the medical profession as well as with local authorities and has
opened several dozens TCM medical facilities in more than twenty countries.
Most of them are the results of initiatives taken by specific medical schools,
hospitals, or doctors, while others are operating under the auspices of the
competent ministries. As from 1980, China has begun to take positive measures
to open its medical and health market to foreign investment and allow joint
ventures with foreign counterparts. By the end of 1996, sixty joint ventures with
foreign partners were established in the hospital sector . 33

Strategies implemented by private sector associations. Private sector
associations are implementing export oriented strategies to capitalize market
opportunities. An illustrative example of a global strategy developed by a private
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sector association is the one implemented by London Medicine . It has two34

main objectives: promoting and developing business opportunities for London
Medicine's affiliates in order to increase the flows of clinical, educational and
research work in London's hospitals and medical schools, and to attract research
contracts and investment from British and international companies. 

Health cooperatives in the MERCOSUR countries have set up the tarjeta
MERCOSUR which allows patients enrolled in the health cooperative of one
country to receive health care in another country through the services of the
associate cooperative. 

Private companies' strategies. A number of health companies are
developing global strategies to penetrate foreign markets taking advantage of
promotional mechanisms implemented by their governments. This is, for
instance, the case of the Parkway Group and the Raffles Medical Group of
Singapore.

The Parkway Healthcare Group is the biggest investment group of health
care in Singapore and one the largest health care organizations in Asia. The
Group has created Gleneagles International as an international brand. A key
element in the strategy of the company has been the acquisition of hospitals in
Singapore, building up a base, and then stepping out into the region in joint
ventures with partners in the host countries. Gleneagles currently has or  is in the
process of setting joint ventures in India, Indonesia, Malaysia, Sri Lanka, and the
United Kingdom. The company is also setting up a specialized heart hospital in
London. Another key element of the strategic directions of the group is to
develop a highly integrated network of health companies in the region aimed at
offering its patients a wide range of high quality and cost-effective health care
services across Asia. The results of the strategy have materialized in Singapore
where the three Gleneagles hospitals were the first in Asia to achieve ISO 9002
international quality certification . Similarly, the Raffles Medical Group is35

building up strategic alliances overseas by developing triangular business
associations with healthcare organizations from developed countries, to venture
into third countries in partnership with host country investors.

Some private clinics in Canada are trying to exploit the American market,
relying on the high quality of their services and on comparatively lower prices.
A clinic in Toronto is negotiating with United States insurance companies and
HMOs to offer medical services to their customers at a fraction of costs in the
United States. This formula could lead to the unprecedented integration of
Canadian and American health care .36
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IV SUMMARY AND CONCLUSIONS

The health sector in almost all countries, including the most highly
developed, is in the process of restructuring. In countries where health services
were seen as a right for all, to be supplied, or guaranteed by the government,
declining budgets and mounting costs have forced a reduction in  government
insurance coverage and opened up more scope to the private sector. This has
increased the potential for international trade in health services. A number of
developed countries have taken advantage of new trade opportunities in this
sector.

Developing countries face an even more acute restructuring problem,
sometimes as a result of conditions imposed by the IMF/World Bank
programmes, this exacerbated by the fact that large segments of the population
may have little or no capacity to pay for medical treatment and may have limited
access to medical care. For some developing countries trade in health services
is regarded as a means of increasing revenues and strengthening and upgrading
their national health service. In doing so they are drawing upon competitive
advantages which include lower cost skilled personnel, cultural factors, natural
endowments, and unique forms of medicine. 

The movement of natural persons is of particular importance as a "mode
of supply" of health services. The movement of medical personnel seeking
higher income or higher quality living and working conditions can give rise to
export earnings in the form of remittances, but can also result in a "brain drain"
in countries where the same opportunities are not available. In many countries,
the outflow of nationals is compensated by the inflow of foreigners.
Unfortunately the poorest countries, including least developed countries, find
themselves most penalized as they are unable to obtain replacements. The
countries which seem to gain the most from export through this mode are those
which organize such movement in teams which both create export earnings and
ensure that the personnel return to their home countries bringing with them
increased skills. Paradoxically, the immigration regulations may be drawn up to
facilitate the entry of medical personnel, who face difficulties in practising due
to the lack of recognition of professional qualifications. The establishment of
consistent curricula and mutually acceptable professional standards among
countries may be a necessary step to facilitate the movement of health
professionals in the future. 

The movement of persons as consumers is growing and taking different
forms, no longer being confined to wealthy persons in developing countries
seeking specialized treatment in developed countries. Developing countries are
evolving strategies to attract foreign patients. While the main barrier may be the
inherent insecurity of unhealthy persons, the nonportability of insurance policies
(government and private) internationally limits the size of the tradeable market.

The export of medical education services, once the reserve of a few
developed countries, is now becoming an important trade item for certain
developing countries. Often the students become medical residents, delivering
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services in the country in which they are studying, thus converting themselves
from importers to exporters. 

The establishment of foreign firms in the health sector has traditionally
been prohibited or impeded by a variety of restrictions, including economic
needs tests. However, the enlargement of the private health sector has been
accompanied by a partial opening of the market to foreign firms in many
countries, often with a view to reducing costs, relieving the burden on the public
sector, and introducing new technologies. 

The penetration of foreign markets is being facilitated by the emergence
of new forms of business organization such as HMOs.  These have exercised
downward pressure on health costs.

Telemedicine is making trade in health services possible through the
"cross border" mode. Telemedicine can be used to provide medical services to
poor countries and remote regions within countries.  Some commercial firms are
basing their export strategies on telemedicine.

The increasing globalization of the health service sector is an indication
of the expansion of trade through all four modes of supply. Deeper liberalization
has been taking place within regional and sub-regional agreements. Regulations
and restrictions imposed by governments and private professional associations
are being eroded by market forces. However, many restrictions still exist to
international trade in this sector, as witnessed by the relatively limited GATS
commitments in this area.

Many countries, both developed and developing, are adopting export
strategies for health services, and some are liberalizing access to their own
markets. However, the limits to competition presented by social, cultural and
development considerations, observed in many service sectors, are more acute
in the health service sector where the lives of individuals and  the wellbeing of
the  population in general, are at stake. A "new generation" of regulations needs
to be devised to permit increased trade in this sector as a means of reducing costs
while ensuring that such trade strengthens the quality and coverage of health
care. 

A number of additional factors which affect the capacity of developing
countries and their trade performance in the health service sector would seem of
similar relevance in other service sectors, such as the importance of movement
of persons, not only as a means to supply services but also to upgrade skills and
technological capacity. In addition, new trade opportunities are provided by
emerging technologies which facilitate cross-border trade and the new forms of
business organization for penetrating foreign markets. However, they also pose
difficulties in drawing up regulations and scheduling commitments which
foresee such development. In addition, they  illustrate the need to exploit the
potentially mutual supportive role of the public and private sectors and the
importance of the current work under GATS on the mutual recognition of
professional qualifications.

Trade in the health services sector also demonstrates the vulnerable
position of poorer, especially least-developed, countries which, on the one hand,
suffer from brain drain and, on the other, do not have access to advanced
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technologies. Direct action by the international community is needed to prevent
a further erosion of their capacity, in health and other services sectors.    
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2. A PUBLIC HEALTH PERSPECTIVE

Orvill Adams and Colette Kinnon1

Trade in services is a rapidly growing activity that is opening up new
possibilities in the health sector.  Although it is difficult to quantify the volume
of such trade for lack of consistent, disaggregated data, there is growing
awareness of  its  potential for both developing and industrial countries.  In a
generalized context of rising health care costs, coupled with a growing trend to
reduce public spending in the social sectors, the advantages of exporting health
sector skills and technology, or of attracting higher spending foreign customers
to health facilities become apparent.  Trade of health services offers countries
the opportunity  to enhance their health systems through the generation of
additional financial resources, to improve the infrastructure by using the
resources resulting from satisfying foreign demand, and to upgrade medical
knowledge and technological capacities. Government health authorities are faced
with a number of competing priorities and have to assess how changes in
economic conventions can be harnessed in order to improve national health
services and benefit the local population.

The competitive position of a health service will depend on various
factors:  the cost structure, the quality of health facilities and infrastructure,
availability of skilled human resources, together with natural endowments,
cultural affinities or geographical proximity.    Developing countries can make
the most of such comparative advantages as lower labour costs, a large skilled
work force, or exclusive therapies.  Different actors in a number of developing
countries - governments, public and private sectors jointly, private sector
associations or individual enterprises - are currently utilizing these advantages
to benefit from  trade.  2
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Yet the question remains: how can objectives of profitability and resource
generation be reconciled with those of  the improvement of the population's
health status - the goal of every health system?  

WHO has identified three interim policy objectives to further that goal:
equitable access to care,  quality of care, and efficient use of resources.
Equitable access can be generalized as "equal utilization of health services for
the same need" combined with "vertical equity", that is, users contributing
according to their economic capacity.  Quality refers to the standard of the
health care system.  Efficiency is related to the allocation of resources.
Resources are used efficiently if a given output is produced at minimum cost, or
maximum output is produced at a given cost. 

In an attempt to assess whether the objectives of health and of trade can
be compatible, the following sections look at trade in health services under the
four modes identified in GATS (which in practice overlap to some extent) in
order to measure its impact against the yardstick of the three health policy
objectives, and to complement the commercial viewpoint with a qualitative
public health dimension.   In so doing,  it pinpoints potential positive or adverse
effects of such trade on the health sector, particularly in developing countries,
and  complements the commercial viewpoint with a qualitative public health
dimension

It is worth noting, however, that GATS does not oblige WTO Members
to open  a specific domestic sector, such as health, to foreign suppliers, nor to
lift all restrictions on trade. Countries  indicate, in the schedules of commitments
which form an integral part of GATS, the domestic service sectors and activities
that they agree to open up, and specify any trade barriers they intend to maintain.

I MOVEMENT OF PERSONS SUPPLYING SERVICES 

The emigration of qualified health personnel professionals, attracted by  better
living conditions, higher remuneration, and career opportunities elsewhere is a
problem with which health authorities in developing countries have had to
grapple for many years.   Indeed, it has been estimated that 56 per cent  of all
migrating physicians come from developing countries;   the figure for nurses is3

likely to be higher.  Among doctors it is often the categories that are in short
supply which go abroad. In Ethiopia, for example, it is reported that between
1984 and 1994, 55.6 per cent of the pathology graduates from the Addis Ababa
Faculty of Medicine, left the country .  In Ghana, a cohort of 65 graduated from4



A public health perspective

 Volta Regional Research Team, The doctors are out - where are they? Accra, Ministry5

of Health, 1997. Unpublished document.

 Pan American Health Organization, PAHO internal document.  Washington, 1995.6

 I. Gupta, B. Goldar, A. Mitra, The case of India.  In this volume.7

37

the Medical School in 1985; by 1997 only 22 remained in the country.  As a5

result of the outflow from Jamaica of all kinds of skilled health personnel -
public health nurses, therapists, midwives, technicians and certain categories of
medical specialists - 50 per cent of posts for registered nurses and 30 per cent of
midwifery posts remained unfilled in 1995.6

Although skilled health personnel tend to go to the industrial countries of
the North, there is also a considerably South-South flow.  In order to overcome
its shortage of physicians, Ghana is recruiting doctors  from Cuba on defined
limited-term contracts between the two governments. Jamaica is currently trying
to palliate the lack of nurses by recruiting them from African countries,
including Ghana.  A recent study found that doctors and nurses from India also
go to the Gulf States and Middle-Eastern countries, often on short-term
contracts, but many as migrants . 7

Many factors contribute to sustaining the outflow. Potential earning
differentials between countries may be a big incentive, but poor working and
living conditions in the home country may also pay a large part in the decision
to emigrate.  Moreover, job-seeking abroad is facilitated by the fact that health
services are particularly labour intensive and the scientific knowledge acquired
has universal application. 

Potential impact on the national health sector

Equity. The outflow of health personnel will have a clear impact on equity
if it produces shortages in the home country, thus reducing access to the services
that would have been provided by the migrants.  The loss of specific categories
of health professionals will also reduce the  range of services available.  In cases
where the number of highly specialized professionals, such as public health
specialists, is very limited, emigration of even a few people could mean that a
whole service area becomes inoperative.  On the other hand, if the categories of
health personnel  involved are those in which the home country has an
oversupply, the  question is more one of efficiency than of equity.   

Quality. The quality of health care will also suffer if a country is losing
its best health professionals.  The outflow of health personnel could be
compensated by an inflow of foreign labour, but if the  quality of training is
below that of migrating resources, the quality of care can be expected to
deteriorate. Recruitment of health personnel is therefore sometimes restricted by
regulation so as to assure high-quality candidates. 
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Temporary movements of health personnel could nevertheless have a
positive effect on  the quality of care by contributing to a general upgrading of
skills and knowledge when returning individuals resume their activities in their
home country.  Returnees may not, however, be prepared to work in rural centres
or district hospitals unless that was their experience abroad.

Efficiency. Economics is a major consideration in the movement of health
professionals.  In most countries the education of health personnel is largely
subsidized by public funding and requires significant investment (see next
section). The outflow of health personnel in effect provides a subsidy to the
receiving country for which there is no direct compensation.  Measures to
compensate a shortage of health personnel as a result of migration would entail
additional costs. Costs may be partially offset by the remittances that migrants
send home, which are substantial in such countries as the Philippines, but the
public sector itself is not directly compensated.

Arrangements to compensate for the benefits that host countries gain from
the movement of health personnel could be one way of minimizing the loss of
investment in education and training suffered by developing countries.
Governments could arrange contracts for the temporary employment of health
personnel, but seem feasible only  if they own the labour (as in the case of
Cuba). Alternatively, some countries have introduced either negative incentives
to migration, such as a migration tax or (partial) refund of tuition by the
professional that leaves too soon after graduation, or positive incentives for
professionals abroad to return, such as tax exemptions or  deductions.

The loss of health personnel from needy countries to wealthier ones is
already a serious problem.  If barriers to this type of movement are reduced
without an appropriate regulatory framework and/or improvement in working
and income conditions in the domestic health system, equity, quality and
efficiency will all suffer. It is worth noting, however, that GATS places
limitations on the presence of persons supplying services, and its provisions do
not apply to people seeking access to foreign labour markets . In other words,8

its provisions apply to people who supply services abroad on a fixed-term, rather
than on a permanent basis. 
 The movement of health personnel also involves broader, macroeconomic
issues, such as  the effect of net foreign income and transfers as a result of
widespread migration (usually welcomed by ministries of finance and central
banks), or increased household incomes among certain population groups
derived from remittances of family members working abroad.

II MOVEMENT OF CONSUMERS  
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Movement of health services consumers include both patients seeking
treatment abroad and students studying abroad. The two groups are discussed
separately in the section below.  

Movement of patients

Patients might seek health care abroad for various reasons.  Wealthy
patients in particular might wish to take advantage of advanced, specialized
treatments unavailable in the home country or perceived as better quality, or to
avoid long waiting lists in the home country.  Industrial countries  receive most
of these patients, foremost the United States. 

Others might go to certain developing countries to benefit from lower-
price treatment of equal quality, including medical and dental outpatient care or
paramedical services; or to convalesce or benefit from such natural endowments
as hot springs or spas .  The trend is enhanced by rising  consumerism that is9

driving demand for such services as "exotic" or exclusive therapies or for more
affordable sources of services not covered by health insurance, such as cosmetic
surgery . Other attractions might be easier access to personal care, or more10

human relations with health professionals.
Patients might also travel between developing countries because the home

country cannot provide basic primary or hospital care, or those services are of
much lower quality.  Others might be refugees or migrants who demand health
services in the host country.  In order to qualify as trade, however,  it is assumed
that such "intra-South" movement involves the capacity to pay for services .11

Developing countries might seek to attract  foreign patients  in order to
increase foreign exchange earnings, provide employment for health personnel,
and benefit from economies of scope that would help to upgrade their health
services as whole. Although few give priority to the development of a
specialized subsector, some have invested in improving facilities for the
purposes of receiving foreign patients, often from other countries in the region.
They are in a position to offer good-quality services at lower costs, well-
qualified staff, or exclusive forms of  alternative medicine that appeal to
customers in industrial countries. 

India, for example, sees itself in an advantageous position. It can offer
both "super specialties" such as cardiovascular surgery, and certain exclusive
alternative therapies, highly qualified medical personnel, and a well-developed
pharmaceutical  sector.  Its chief  advantage lies in competitive prices, which are
estimated at around one-fifth to one-tenth those of industrial countries for the
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same intervention . Similarly, Cuba has been developing a supply of services12

designed specifically for foreign patients.  They are marketed through Servimed,
an agency set up ten years ago to generate foreign exchange from the sale of
health tourism packages and to establish joint ventures. The agency has
associated itself with tourist agencies and tour operators abroad in order to
promote the sales of various packages of medical treatment and stays in resorts
and spas. Advantages lie in competitive prices due to low labour costs, highly
qualified health professionals, and certain exclusive treatments, which draw
patients essentially from Latin and North America .13

 In view of rising health care costs, to which services consumed by a
growing number of older people will increasingly contribute, the advantages that
certain developing countries can offer lead one expert to suggest that if the
health insurance of retired people were portable, a number of them might choose
to live in those countries.  Both sides would benefit:  the sending  country from
better contained cost of health services and the host country from increased
revenues .14

 
Potential impact on the national health sector

Equity. The overriding concern related to equity is that the delivery of
health services to paying foreign patients should not have adverse effects on the
health coverage of nationals or their access to services.  In this regard, it is
important to consider the source of funds, that is, who really pays for the
services.  Use of  public funds to subsidize care providers - and even privately
funded services often have some elements of public subsidies - may reduce the
access of the domestic population to health services.   The supply of services in
the domestic market could also be affected in cases where public sector
providers (physicians, nurses, and other health professionals)  attend foreign
patients.  Especially when the capacity of a health care system is limited, foreign
patients might compete with domestic ones for services.  

Quality. Countries must be able to provide quality services if they wish
to attract foreign patients; this  usually  involves the upgrading of human and
physical resources.  Naturally, any improvement  in services stemming from a
policy of treating foreign patients should benefit as much as possible the local
population.  If separate facilities or health personnel provide care for foreign
patients, quality gains may not spread throughout the system.  On the other hand,
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if these providers also attend to the general population (for example, through a
contractual arrangement between the government and the provider to supply
services to the local population), more generalized quality gains can be expected.

Efficiency.  Developing countries may be either providers of health care
or a source of patients.  In the first case, if they use public funds for upgrading
of health services to attract foreign patients, and if such upgrading is based on
the acquisition of expensive high technology, there would be a social cost:
fewer resources would be available to improve quality and equitable access in
the rest of the health care system.   On the other hand, revenues generated from
provision of care to foreign patients could be allocated in part for upgrading
quality or improvement of access in general, for example, through cross-
subsidization. Agreements on portability of insurance coverage for  treatment
abroad will be essential for further development of this kind of activity. 

In the second case, a number of governments subsidize the care of their
nationals abroad if a specific treatment is not available in the home country, but
the public health sector has to face difficult policy options.  Will these services
be provided as a public benefit, and if so, to which range of services will the
benefit apply?  Concerns have been expressed that where the benefits exist, they
are not always used efficiently (or equitably).  For example, patients may receive
services abroad that could have been provided domestically.  Where it is cost-
effective for developing countries to use public funds to treat selected patients
abroad, it is essential that related mechanisms should be well managed.

Movement of students

The movement of students for undergraduate and for postgraduate
education in the health professions takes place between countries at all levels of
development:  from developing to industrial countries,  between industrial
countries,  and also between developing countries .  Trainees may study abroad15

for various reasons: educational institutions or specific programmes may not be
available in the home country, or all available training places may be filled. The
choice of country for study may also depend on the fellowship or scholarship
awarded. Another incentive may be the international reputation of the receiving
medical, public health, or nursing schools and the potential for a good
educational experience, which should contribute to better employment
possibilities.  In some cases the cost of studying abroad might be lower, although
many developing countries now require foreign students to pay  higher fees than
nationals in order to capture some of the education subsidies that benefit national
students. The costs of travel and accommodation also have to be taken into
account.

On the other hand, foreign diplomas or certificates may not be recognized
in the student's home country.  Further study - sometimes in the form of
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internships - and assessment is often required  before a licence to practice is
given. 

Developing countries have long been worried by the loss of their trainees
who remain abroad after completion of study.  Their concern was reiterated at
a recent meeting of Portuguese-speaking African countries; efforts to retain
qualified human resources were among the chief priorities in their health
sector .  The situation has also started to preoccupy countries that supply16

educational services:  they apprehend the saturation of their markets by foreign
graduates who do not return home, or the loss of training possibilities to foreign
students paying higher fees than nationals.

It appears, however, that the number of developing country nationals
studying abroad is gradually  falling as a result of initiatives by both countries
that consume and those that supply medical education.   Some consuming
countries are establishing their own training institutions, or are using  facilities
within the same region where appropriate and feasible .  For example, WHO's17

Regional Office for Africa explicitly encourages WHO fellowships to be used
in the African Region. The increasing use of telecommunications in medical
education (see section IV) may also reduce the need for study abroad, although
certain  new health disciplines will still require training in the developed
countries.  Some supplying countries,  such as Canada and the United States, are
drawing up more comprehensive plans for health human resources that include
measures to regulate the number of foreign students who can be licensed to
practice in the health care system. 

Potential impact on the national health sector

Equity. Access to health services in developing countries will be
affected if overseas students do not return home, since fellowships are usually
awarded for study in disciplines in short supply in the home country.  Moreover,
a mismatch may exist between the training received by the student  and the
needs of the home country. Where this occurs, returning trainees may be
reluctant to go to needy areas in the country and/or they may not be adequately
trained to perform their duties. The returning provider may also go to the private
sector (even though the need is in the public sector) or may seek positions
abroad.  In either case, both equity and quality are affected.

Quality. The return of qualified health personnel clearly improves the
quality of health services, provided that they have received training appropriate
to conditions in the home country. Training within the same region would help
in that regard. However, one of the barriers to a greater use of training facilities
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within developing countries is the lack of recognition of their qualifications.
Degrees and diplomas from developed countries are often valued more highly.
The design of agreements for mutual recognition of qualifications within and
between regions would help in this respect.  On a more global level, countries
that supply and those that consume medical education need to agree on the
content of curricula to ensure that it is relevant to conditions in the students'
countries of origin. 

Efficiency. Developing countries allocate significant public funds to
training abroad; returns to investment are therefore a major consideration. The
issue of who pays for training may be complicated by mixed sources of funding:
undergraduate training is mainly subsidized by public funds, postgraduate
training might be acquired abroad privately.  A trainee who remains abroad
means loss at least of the cost of undergraduate training.  For this reason a
number of countries offer, on a domestic or regional basis, incentives to
repatriate.  Further, resource allocation is likely to be inefficient if training
abroad does not address health problems of priority in the students' countries of
origin.

Nevertheless, where the foreign educational programme is well managed
and oriented to sending countries' needs, it might be more efficient for a
developing country to continue to support  students abroad than to set up its own
educational institutions.  In this case regional cooperation may offer an
alternative through the establishment of  joint training institutions tailored to the
health needs of a given region.

III FOREIGN COMMERCIAL PRESENCE

The extent to which governments might wish to open their health sector
to foreign service suppliers is a policy choice which is likely to depend on their
prior experience of national private provision of health services or - and perhaps
more important - of managing contracts for those services.

In fact, restrictions to foreign commercial presence in the health sector
remain in most countries. Others have only recently started to open up their
health sector to foreign investment, expecting that this will help to improve
services, contain costs, and take pressure of the public sector .  Investment so18

far is usually in hospital operation or management or in health insurance. There
is no evidence that foreign health service providers are seeking especially to
invest in developing countries, where only a small percentage of the population
can afford private treatment. 

A common pattern of investment is for a foreign provider to enter into a
joint venture with local partners, which helps to ensure access to qualified local
health personnel, a supply of paying patients and a better understanding of local



 Adams and  Kinnon

 Ibid.19

44

characteristics.  Or foreign firms might offer "managed care" services, which
integrates the financing and delivery of medical care through contracts with
physicians and hospitals and links with insurance companies . 19

Potential impact on the national health sector

Equity. A  foreign commercial presence in the health sector, in the form
of hospitals or health insurance schemes might improve delivery of health
services, but gains in most developing countries are likely to accrue to the more
affluent segments of the population. The poor would only benefit   from better
access to health care if resources were reallocated within the public sector as a
result of a greater use of the private sector by those who could afford to pay.
The presence of foreign commercial firms might also distort the health care
market by provoking an internal brain drain.  For countries facing real shortages
of skilled health professionals, an exodus of providers from the public to the
private sectors would leave fewer skilled physicians and nurses working in the
public sector to serve the majority of the population.  The health system would
risk becoming increasingly two tier, with different subsystems serving different
population groups.

Increased foreign presence in health facility management does not have
any obvious implications for equity in access to health services.

Quality. A new or increased foreign commercial presence in hospitals and
health management may improve quality through the introduction of better
management techniques and information systems.  Better quality may be
perceived, however, as a greater concentration of sophisticated medical
technology, to the detriment of  a more realistic and comprehensive approach to
quality in health care.  In this case, governments may face pressure to allocate
resources to high technology services rather than to meet their broader societal
priorities.  Further, the arrival of foreign hospitals and insurances might cause
a substitution effect, with private services gradually replacing certain publicly
provided services. This would attract resources from the public services, making
it difficult for them to maintain whatever quality they have.  In short, foreign
competition in the health sector does not necessarily lead to an improvement in
quality.  Evidence suggests that for this to happen, the health sector must be well
structured and regulated.

Foreign commercial presence in medical education may have positive
externalities for national educational institutions if there is a sharing of teaching
methods, curricula and other materials.  However, if the public sector loses
qualified teachers to the private sector, the quality of its education will suffer.

Efficiency. The impact of  new or increased foreign commercial presence
on the efficient use of a country's health sector resources may vary.  The
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presence of foreign firms, through their investment in  health care (e.g. hospitals,
health insurance companies, educational institutions), is likely to increase the
overall level of funding in the sector.  Under certain conditions, this inflow of
financial resources might reduce the financial pressure on governmental health-
related expenses, allowing public funds to be reallocated in a more efficient (and
equitable) manner.   In general, though, these conditions are not obtained
because even private services are usually subsidized to some extent (directly or
indirectly).  Moreover, public investments - possibly substantial - might be
necessary to attract foreign firms. At a minimum, these would include a clear
and attractive set of regulations concerning the presence of foreign firms.  Thus,
an expansion of foreign private firms might actually absorb more public health
funds rather than free them.

In principle, an influx of foreign firms should increase competition in the
delivery and financing  health services.  Unlike most other segments of the
economy, however, the pervasiveness of market failures in the health sector
(especially with respect to information) means that greater competition among
providers does not necessarily improve efficiency.  It may lead to an increased
volume of services (known as supplier-induced demand), and greater investment
by hospitals  in high-technology equipment in order to attract patients.  Both
these trends contribute to a rapid escalation of costs.  Private competing
insurance companies might also engage in “cream skimming”: trying to select
only good risk (i.e. healthy) clients, leaving the public sector to manage the costs
of the higher risk population.

If governments aim to improve the efficiency of the health sector by
allowing foreign commercial presence and stronger competition, they need to
provide a strong and effective regulatory framework and appropriate incentives
for the private actors.  Foreign firms, such as transnational insurance or hospital
corporations, might be considerably more sophisticated than the regulatory arms
of government and could to take advantage of under regulated environments in
ways that might be detrimental to the overall equity and efficiency of the sector.
Most important, governments need first to frame clear national policies on health
and health care financing, then determine the scope for an expanded foreign
presence within them.

IV CROSS-BORDER TRADE

The rapid  growth of information technology and telecommunications has
greatly expanded the potential for providing health services across borders, even
if they might at times need to be combined with such conventional means as
postal services.  

Such trade takes place chiefly in the form of telemedicine, defined as the
practice of medical care using interactive audio, visual and data
communications.  This includes care delivery, diagnosis and treatment, and
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medical education . To a certain extent, it is a substitute for direct contact20

between health care provider and patient, or consultation among providers.  It
enables, for example, patients to consult senior physicians, medical students to
follow the most up-to-date courses without the cost of travel, or local clinics to
send radiological images by satellite for rapid interpretation by specialist centres.

For nonclinical purposes, computer-based information and
communication systems provide access throughout the world to specialized data
for such uses as management of health services at community, regional or
national levels;  laboratory testing, diagnosis and treatment; or surveillance of
disease patterns and trends.

For evident reasons, cross-border trade in health services flows chiefly
from North to South.  For example, commercial telemedicine services exist
between several Arab Gulf countries and the United States.  In developing
countries, with fewer high-technology telecommunication facilities and
specialized health professionals able to undertake such services as telediagnosis,
supply is limited.  None the less, several are starting to exploit their comparative
advantages in  this area.  For instance, in some of China's coastal provinces,
telediagnosis services are provided to patients in Taiwan, Macao and other
countries of south-east Asia.    Similarly, several central American countries21

send medical samples for diagnosis to Mexico's public health hospitals.  Further22

opportunities are opening in nonclinical services.
Although  telemedicine and information technology evidently advance

fastest in rich countries, it  is the poorest countries that need them most in order
to bridge the gaps that cannot be filled by conventional means.  Considerable
technical support is being provided to them through international cooperation
involving both noncommercial bodies and some major corporations .23

Potential impact on the national health sector

Equity. It is difficult to judge whether increased use of telemedicine in
developing countries would lead to more equitable access to health services,
mainly because there are several options for financing the cost of such
technology.  First, imagine that during a number of years those costs are
supported by donors only.  District hospitals could take advantage of the services
offered, and access of local populations to higher quality care would improve.
In this case, there would be a movement towards equity.  Second, were the costs
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covered by the public sector, the assessment would depend on the nature of
public finance.  Often dominated by indirect taxation, it might not be considered
equitable from the standpoint of vertical equity.   Third, should user fees or24

health insurance be involved in the financing of telemedicine, judgements about
equity would depend on whether there are fee schemes or health insurance
schedules that take account of  people's relative incomes.  Moreover, a
combination of financing options could be used, which would make equity
judgments even more difficult.

A further consideration concerns the mobility of health professionals.  If
work in telemedicine attracted skilled health workers away from other services,
because of, for instance, opportunities to upgrade skills, higher wages or career
prospects, the availability of human resources in the health system might become
skewed towards telemedicine patients, thus reducing equity overall.

Nevertheless, there would be a significant equity gain if telemedicine
realizes its potential to provide remote and underserved populations with
otherwise inaccessible services.   In general, clear government policy on the
place of telemedicine in the health care system is needed to ensure that this new
technology serves to improve equity.

Quality. Use of telemedicine can clearly improve the quality of the health
system.  It offers new possibilities both to enhance the timeliness and efficacy
of  health interventions and to improve the training of health providers.  For
example,  a general practitioner could seek advice or expert opinion anywhere
in the world; or a health worker could obtain from a distant location guidance
of a physician in attending a patient.  Use of teleimaging can provide rapid and
reliable diagnoses that local facilities might not have the skills or equipment to
supply.  None the less,  appropriate  mechanisms would be needed to maintain
standards of care and of training associated with use of this technology.

Efficiency.  The effect of telemedicine on the efficiency of health services
needs to be carefully assessed in developing countries in view of the costs
involved.  These include not only communications infrastructure, equipment and
operation, but also the training of skilled personnel to run a communications
system.

Here again, the source of funding is an essential element in assessing
potential efficiency gains, and both the public and private sectors are likely to
be involved. In view of the considerable capital investment required, solely
private funding is rare in this market;  firms  often receive government subsidies
in the form of  tax exemptions  (The volume of  investment might also provide
an argument for maintaining this technology once in place).  Yet  use of public
funds to pay for  telemedicine raises the question of  cost effectiveness.
Investments in less sophisticated types of care or inputs may be more efficient
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in terms of reduced morbidity or mortality (or a larger number of quality-
adjusted, or disability-adjusted, life years), and therefore more cost effective.

Other questions that need to be considered are which services will not be
provided if scarce resources are reallocated to resource-absorbing technologies
such as telemedicine, and the cost of development and management of the
appropriate legislation and regulations.

Nevertheless, with regard to training, the development of communications
for education could eventually result in fewer trainees or health professionals
going abroad to study.  Moreover, the training possibilities offered by
telemedicine are likely to be less expensive for the government than subsidized
study overseas.  So is therefore a potential for saving resources in the long term,
although it is doubtful whether there would be much effect on the loss of
qualified professionals through migration (see also section V).

V TRADE-OFFS FOR DEVELOPING COUNTRIES

There is increasing interest in the possibilities that trade in health services
might offer, essentially to increase foreign exchange earnings.  In a social sector
such as health,  governments will have to make judicious choices in order to
reconcile commercial considerations with the social priority of ensuring access
of all the population to good quality and efficient services. Developing countries
in particular are vulnerable to market distortions which may be detrimental to
that objective, as well as being prone to certain chronic problems, such as those
related to the  movement of  persons supplying health services.  Ideally, a policy
to promote such trade in health services should be chosen for the purpose of
furthering public health objectives. 

                     INTERNATIONAL TRADE IN HEALTH SERVICES: 
            ANALYSING TRADE-OFFS  FOR DEVELOPING COUNTRIES
   

Modes of trade
 Health policy objectives

 Equity  Quality       Efficiency

Cross border Serving remote Improved quality v. substantial
areas investment

Movement of
consumers

Inflow of
foreign patients

     
   

    Outflow of
students

"Crowding out" v. improved
nationals quality

Upgraded skills v. possible loss of
investment
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Foreign
commercial

presence

Possible "two- v.  possible freeing up
tier" system of resources

Movement of
persons

supplying exchange remittances
services

Reduced access Loss of quality Loss of public
to services investment v. foreign

(private benefit)

Policy-makers need to compare the different options available with
national priorities; one way to do so is through a framework of the kind shown
above.  This matrix  sets out schematically some of the key issues,  presenting
the modes of trade along the vertical axis and the health policy objectives along
the horizontal. Some potential tradeoffs can be observed between the policy
objectives for a particular mode of trade, as discussed in the preceding sections.

Naturally, other elements have to be taken into account aside from the
three public health objectives indicated here.  There is little evidence as yet of
the impact of trade on the performance of health services, although it is likely to
depend on a country's level of the economic and social development.  These
effects will need to be examined  within the context of health sector reform in
order to determine necessary adjustments.  Analysis might also be needed of the
impact of trade flows on the poorest population groups, which may not be in a
position to express their views. Trade in health services will also have
repercussions on economic sectors -  education,  tourism, transportation,
infrastructure, for instance - and at a macroeconomic level, for example on
employment and immigration policy.  These linkages also need to be better
understood. The starting point for all research of this kind is comparable,
desegregated data, few of which are currently available.

A further step would be to encourage participation of civil society  in the
decision-making process related to trade liberalization and the use of health
resources, which would help to assess the acceptability of new policies. 

In an optimal situation, a perfectly functioning market in the health sectors
(as in others) would assure the efficient allocation of resources, but that is likely
to be incompatible with social objectives.  Governments might therefore seek
"second best" solutions in order to minimize possible damage to public health
objectives, while maximizing economic and social benefits to be obtained from
trade in health services.  Possible options could include  allocation of part of the
revenue  from trade to domestic health development, mechanisms to secure the
interaction between foreign (imported) and domestic health services to the
benefit of the whole population, incentive systems to discourage migration of
highly qualified health professionals, and so forth, backed up by greater
cooperation among countries, especially within regional trade groups.

Ultimately, and despite the cost to the health system, all considerations
point to the need for governments to provide a strong and effective regulatory
framework for the private actors involved in trade in health services.   But, above
all, and especially in developing countries, they have to be able to reinforce it.
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In this regard, it may be useful to look beyond national boundaries to the
international context.  National health systems are becoming increasingly linked
through various aspects of globalization  - one of which is trade.  Regulations
and standards intended to ensure the quality and safety of traded health services
will increasingly be established on an internationally agreed basis. This means
that governments, when framing policy, setting standards and drafting legislation
will have to take account of the international context. In turn, a sound
international legal and normative framework should both facilitate their task and
complement the national regulatory environment. 



This paper draws heavily from the Chairman’s summary of the Expert Meeting.1
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3. DOMESTIC CAPACITY AND INTERNATIONAL TRADE
IN HEALTH SERVICES: THE MAIN ISSUES

Mario Marconini1

It borders on a cliché to say that the health services sector is not just
another sector of the economy. Perhaps like in no other, successful policy-
making in this sector involves delicate balancing of often competing interests
and concerns, all of which find a prominent place in the complex web of policy
options. The relationship which is established between social and commercial
elements, not to mention the interface between those elements and scientific,
professional, efficient or ethical considerations, attests to the special nature of
the health services sector and all its activities. International trade in health
services is necessarily, therefore, just an element of consideration among many
others. As such, its consideration  must follow the widely accepted premise that
any policy, in touching on health matters, has to be guided first and foremost by
the objective of improving the health and living conditions of the population.

It is estimated that the health services sector in the OECD countries alone
accounts for US$3 trillion annually. The sector, although still very diversified
across countries, has come to face problems which reveal global trends: shortage
of personnel in high-income countries, ageing population which demands tailor-
made products, the advent of telemedicine and other new technologies, greater
consumer and service supplier mobility across borders, tension between ever
increasing medical costs and ever decreasing public health care budgets. All
such trends have been translated into a considerable increase in the global
demand for health services; they have also driven the expansion which has
occurred in the last few decades in the sector’s international trade.

As has been the case in some countries, greater trade in health services
can be beneficial in many respects. A more open trading system is a reliable
provider of foreign exchange to countries that export and, through the
introduction of greater competition and cross-linkage effects within national
borders, may upgrade service quality levels for countries that import. In addition,
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the greater mobility of health suppliers (professionals) can contribute
significantly to the upgrading of medical knowledge, including through the
coming together of experts in distinct and alternative systems of medicine. It is
also widely recognized that open trading regimes in this sector, as in others, can
be a crucial factor in the pace and rhythm of technological change within
national boundaries. Governments have increasingly been taking the
international trade horizon into account in their health policies. The greater
mobility of professionals, patients and of the service itself through sophisticated
technological means, have made this almost fully unavoidable.

Much statistical work still has to be done, as not even balance of payments
statistics relative to the sector are yet complete. It is expected, nonetheless, that
a close analysis of international transactions would do much to demonstrate that
health services were one of the services sectors in which developing countries
had a revealed comparative advantage, based on factors such as lower
production costs, including in the area of health care and tourism, or the
availability of natural resources with perceived curative benefits. What evidence
has shown so far is that at the level of specific activities and services the
distinction between exporting and importing countries does not track along a
clear North-South divide. All countries alike may become exporters of a
particular health service given the right conditions. It is in fact a question of
market niche, which in turn has much to do with differentiated comparative
advantages across countries and services, and with the capacity of countries and
suppliers to gather good, reliable “market” information with which to evaluate
export possibilities.

Whether in terms of revealed comparative advantages in the sector as a
whole or in terms of niche activities, the participation of developing countries
as exporters of health services hinges on greater and better information. In fact,
lack of awareness of their own potential seems to be the norm for those
countries, as trade in the sector is not seen as a major priority amid much more
pressing internal problems. In any case, when considering export potentials, a
distinction must be made between developing countries that indeed enjoy some
export competitiveness and the frequent case of the least developed for which
the main issue remains to prevent any further deterioration of domestic
capacities.
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Movement of suppliers

The most prominent mode of supply of health services across borders is
through the movement of the suppliers themselves. The mobility of doctors,
nurses and other health specialists has been the traditional mode of international
supply, reflecting a number of factors such as the labour-intensity of the sector,
manpower and wage differentials across countries and the universality of
scientific knowledge.

From a trade point of view, there are two main types of obstacles to
greater flows in this mode of supply. The first type relates to the issue of quality
in the provision of services and touches on measures aimed at the harmonization
or recognition of professional standards and qualifications. In most countries,
these types of measures are the domain of self-regulating entities such as
professional councils or associations, which therefore are in a position to ensure
a certain standard of quality of services rendered. When quality-related, such
measures are not difficult to justify. The problem starts when protection afforded
national professionals derives from the wish to protect quality and income levels
at any cost to the patient/consumer through discriminatory requirements and
regulations imposed on foreign suppliers. To help solve it, educational
equivalence and mutual recognition of qualifications have been promoted
around the world with the assistance of professional associations and related
international organizations. In some cases, new impetus has been given to this
type of effort by regional trade agreements which embody provisions on mutual
recognition and professional qualifications. Other measures which could
attenuate the impact of qualification and licensing requirements while preserving
reasonable quality standards include the promotion of transparency in standards
and the development of global standards based on scientific knowledge.

The second type of obstacle to the supply of health services through the
movement of suppliers relates to visa and entry regulations, alongside nationality
and residence requirements. Measures of this type may reflect a host of concerns
including a particular country’s labour market needs and its demographic
conditions as well as policies on family settlement or refugee acceptance. The
level of discrimination against foreign suppliers may be very high indeed as in
the case where permanent residency in a particular state or province is required
for a professional to practice his or her trade. Generally, such barriers tend to be
less pronounced the higher the skill level of services suppliers and the shorter
the period of their stay in the country where the service is rendered.

In addition to mutual recognition or other types of agreements that may
be negotiated among countries to facilitate the movement of health services
suppliers, the value of the first global, multilateral agreement on trade in services
to be negotiated - the General Agreement on Trade in Services (GATS) - should
not be underestimated. Through the negotiation of specific commitments in the
next round of negotiations to be held no later than the year 2000, for example,
Member countries will be able to request the elimination of barriers to trade in
this mode of supply as in others. Through the current negotiations on GATS’
Article VI on Domestic Regulation, Member countries could participate and
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attempt to influence the adoption of provisions which facilitate licensing and the
recognition of qualifications. Through the inquiry and contact points established
under Articles III and IV of  GATS, Member countries could become better
informed regarding regulatory regimes in potential export markets. In short,
GATS does indeed offer great opportunity for market opening in health services.

It would be naive, however, to think that harmonization or recognition of
standards and professional qualifications alongside the elimination of barriers
to entry and stay would be the solution to all problems relating to the movement
of health services suppliers. In fact, it is widely known that the migration of
health personnel has been a longstanding problem for a number of developing
countries.  Highly qualified professionals do indeed leave their home countries
in search of better working and paying conditions overseas, never to return.
Should then greater and facilitated mobility aggravate or attenuate this brain
drain? Experts recognize that measures that permitted professionals to move
across borders and practice their trade more freely on a temporary basis could
in fact diminish the incentive for permanent migration and relocation, and thus
attenuate brain drain. Other measures which could reduce brain drain, experts
concur, include compensatory arrangements for loss of personnel,
reimbursement of training costs to developing countries, incentives for personnel
to stay home or for trainees to return home, and so on.
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Movement of consumers

Increase in trade in a mode of supply which is in a sense the reverse of the
movement of suppliers, the movement of patients (or consumers of health
services) could be of great consequence for developing countries. After all, if
patients move to the countries where the treatment is offered, they bring with
them foreign exchange, new market opportunities and, in doing so, may even
diminish the incentive for the migration of qualified personnel. Two issues loom
large in the consideration of greater movement of foreign patients. On economic
grounds, there is the issue of portability of health insurance. It is widely
recognized that if patients could use their health insurance more freely across
borders, they would indeed move more frequently to where the treatment is
offered. Solutions being considered involve total or partial portability of certain
types of health insurance as well as the possibility of a global agreement on the
issue. On equity grounds, the main issue is whether nationals could be crowded
out by foreign patients paying a premium for their treatment. Admittedly, two
“classes” of health treatment could be created were national doctors to favour
treating, in their own home country, better paying patients that came from
abroad to be treated. Clearly, the issue here is how to ensure that services offered
to foreigners are also offered to nationals.

Foreign commercial presence

The intensification of foreign direct investment (FDI) flows across
borders, albeit pervasive in all sectors of the world economy, also raises an
important set of issues for the health services sector. What has been happening
in the sector in terms of FDI broadly tracks global trends: the introduction of
more flexible investment regimes, followed by greater cross-border flows of
long-term capital, has been changing the health landscape in many countries,
contributing in many cases to better health services and the reduction of price
escalation. In developing countries, affiliation or partnership with reputable
health service institutions has accounted for much of the enhancement of service
facilities through improved image, quality and research and development. 

The issue that is central to policy-makers in the context of FDI is how to
avoid the creation of a dual system between the public and private sector.
Investment policies which lead to highly differentiated resource allocation raise
equity considerations, as resources such as physicians and qualified health
personnel are in many cases limited in supply. The migration of resources from
the public sector where health care is often universal to the private sector where
health care may at times be too expensive to be universal does indeed raise
legitimate concerns. The possibility of “cream-skimming” - the phenomenon
whereby suppliers entering the market favour serving those who may have less
need  but pay more - requires careful attention. Clearly the impact of greater
foreign presence in a particular market is positive if that implies greater
availability of health services for all, poor and rich alike. The challenge for
policy-makers is how to secure commitments from suppliers regarding certain
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social aspects of health provision while having the capability to ensure that such
commitments are fulfilled. 

In addition to traditional barriers to foreign investment such as
discriminatory tax or other treatment or restrictive competition policies, barriers
to FDI in health services also include aspects particular to the sector, such as
negative campaigning against foreign private operators. In the case of outgoing
investments from developing countries, barriers in developed markets such as
economic needs tests for doctors, alongside quantitative limits for the supply of
health services at large, have made such investments very rare. For developing
countries, the main concern continues to be, and should remain so for some time,
the regulation of investment in their own markets. In that context, measures
aimed at upgrading regulatory capabilities in developing countries should also
occupy a prominent place in policy-making in the health services sector.

Cross-border trade

Another facet of globalization and interdependence which has important
implications for health services is the advent of new technologies, most notably
telemedicine and the Internet. Experts concur on the positive role which such
technologies can play in addressing a number of issues such as cost containment,
the upgrading of health treatment and the improvement of access to services for
patients from remote areas, among others. Clearly, such technologies have great
potential for advancing international cooperation, training and education. In
terms of international trade in health services, telemedicine has the potential to
render the movement of suppliers and patients alike increasingly unnecessary,
or at least to contribute to efficiency by making possible the combined use of
various modes of supply. In order to move consistently in that direction,
however, much progress will have to take place with regard to a number of
technical matters. In addition, issues such as advertising on the Internet or the
use of confidential information, alongside a number of issues of an ethical
nature, need further consideration.

Export promotion strategies

Although it is widely recognized that export strategies in the health
services sector should never take precedence over the legitimate goals of
national health policies, it has become increasingly accepted that national care
systems should be regarded as export-oriented industries whenever national
health conditions permit governments to do so. As with any other sectors of the
economy, an active export promotion policy for the health services sector could
touch on market-related concerns such as the identification of niches and target
markets as well as the enhancement of marketing capabilities. The difficulties
behind the development of export strategies in health services are proportional
to the difficulties in gaining access to foreign markets. Thus, issues such as the
international recognition of the quality of the services rendered, the international
accreditation of medical personnel and health institutions, or restrictions on the
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movement of natural persons are of great relevance to developing an export
strategy. In some cases, the hindrance to successful export strategies is not even
related to gaining access to another market as much as it is related to the
strengthening of domestic infrastructure capacities in countries that otherwise
have great export potential.

The consideration of how to strengthen domestic capacities and promote
export growth in the health services sector is perhaps not fully new but has
recently taken on a new emphasis. Not only have market forces increasingly
accelerated the pace of change in the sector but health services have also become
an integral part of the first-ever agreement to govern trade in services in toto –
GATS. In that sense, old and new issues alike will have to be examined afresh
with a view to arriving at the best policy mixes that may be in order for the
future. In this sector, as perhaps in no other to the same extent, the objectives of
freer trade will have to be reconciled with non-economic factors which range
from consumer protection to cultural and/or equity considerations. For
developing countries, the task is much greater than for developed countries, for
it is in the developing world that reside the bigger contrasts in availability and
levels of health treatment alongside the most promising export potential in health
services. Much remains to be studied, thought and achieved to do justice to the
complexities at hand. Ultimately, we all stand to gain.
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 4. OPPORTUNITIES AND CHALLENGES FOR DEVELOPING
COUNTRIES IN THE HEALTH SECTOR

Gustaaf Wolvaardt

Current estimates place annual global health-care expenditure in excess
of $3 trillion per annum. Unlike other service sectors, the health sector has only
recently entered a  globalization phase. Despite the considerable opportunities
that globalization offers to the health service sectors of developing countries, it
is predominantly developed countries that are taking  advantage of the
opportunity to provide health services in a globalized market. Only a limited
number of developing countries such as Cuba, India and Jordan are currently
competing at a significant level. Most developing countries still have to grasp
the opportunities that globalization offers to their health sectors.

Opportunities for developing countries

Various international driving forces are exerting a significant influence
on health services in all countries and are creating opportunities for developing
countries in the health service sector.  Some of them are described below.  

The need to contain cost.  Health care funders - whether private sector or
government - in most developed countries are finding it increasingly difficult to
cope with rapidly escalating costs. Until recently, all services were purchased
from national providers of health care services. In the United Sates of America,
however,  the need to contain costs has created an apparent willingness amongst
private sector health-care funders to consider the possibility of contracting with
cross border suppliers. Negotiations to this effect are reportedly taking place
between a United States funder and a Canadian provider . Should this be a1
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 sustainable trend, developing countries which are able to offer comparable
services at  lower cost would be especially well positioned to provide services
to developed countries in such areas such as:
C rehabilitation services
C cosmetic surgery and elective (non-emergency) surgery
C specialized dental care
C provision of equipment and supplies
C provision of pharmaceutical products.

Developing countries are also  realizing increasingly that outsourcing to
other developing countries, especially for specialist, high-technology, diagnostic
and rehabilitation services, may be a more cost-effective approach than
attempting to develop national self sufficiency . This holds particularly true with2

regard to capital intensive services such as:
C specialized care
C diagnostic services
C high technology services
C rehabilitation services
C management services.

Another case in which  cost containment trends already favour developing
countries is pharmaceutical research and development, where lower salaries,
lower risk of litigation and specific epidemiological profiles are already
attracting research funding from developed countries.

The need to increase access to health care.  There are a growing number
of people in developing countries with disposable income  who are willing to
purchase high-quality health care. The lack of national facilities or expertise -
whether real or perceived - to cater for these consumer needs creates
opportunities for health-care providers from advanced developing countries
either to  establish services in such countries or to provide services across
borders.
   

Increased mobility of health-care consumers.  More people are willing to
travel in search of health-care services that are not available in their own
countries.  Historically such services were sought in developed countries.
Developing countries could, however, tailor-make services for this category of
patient, which would optimize their strategic advantage due to:
C their ability to provide services at lower costs 
C their ability to provide unique services due to local expertise
C their potential to combine health and tourism
C the availability of natural resources with perceived curative powers
C the increasing popularity of non-Westernized medicine.
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A good example of response to this trend is a Cuban company,
specifically created to promote health tourism, which attracted more than 5000
patients from developed countries to the country during 1996.

Increased mobility of health-care professionals.  This well-established
trend appears to be increasing and has been one of the few areas where
developing countries have benefited actively from globalization in that
developing countries, with a relative surplus of skilled health-care providers,
have been encouraging the export of such professionals as a source of hard
currency earnings.

Increasing consumerism.  There is an increasing demand from patients in
developed countries for services which are often not provided in their own
countries or are priced out of reach. Such services include:
C non-Western types of medicine
C cosmetic services not covered by medical insurance
C treatments not available due to stricter or lengthy regulatory control
measures.
 

     The information revolution.  Cross-border trade through utilization of
information technology is increasingly becoming a reality. Developing countries,
due to lower production costs, can compete actively in the provision of
telemedicine and health information  services.

An ageing population.  Health-care demands escalate with age and there
is an increasing elderly population which is looking for a wide range of cost-
effective services. The disposable income of the three million retired people in
OECD countries is estimated to range between US$12 000 and US$20 000 per
annum, with an additional US$5 000 per annum available in health-care
benefits. Developing countries are increasingly becoming attractive retirement
destinations due to the greater purchasing power of hard currencies in such
countries. For elderly people living on a fixed income this is a major advantage.
If  health insurance benefits were to be portable, this advantage would be further
enhanced.

POTENTIAL AREAS WHERE PRESENT GLOBAL TRENDS  FAVOUR
TRADE INITIATIVES BY DEVELOPING COUNTRIES

Movement of personnel Commercial presence
Consultants Health management services
Skilled health professionals Hospital and clinics

Pharmaceutical research and
   development
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Movement of customers Cross-border trade
Medical and dental services Support services
Non emergency care  Laboratory

 Elective and chronic care  Radiology
 Cosmetic Management services

Rehabilitation Infrastructure development
Educational services Hospitals and clinics

Educational services and services
   supplied via Internet
Equipment and supplies



Opportunities and challenges

67

Challenges faced by developing countries in the various modalities of
service delivery

Despite these opportunities, developing countries face considerable
challenges in developing this lucrative market. These originate from both
internal and external sources.  Some of the difficulties encountered and
possible solutions are described below.

Movement of personnel. With the exception of a few developing
countries which have deliberately trained a surplus of health professionals,
most developing countries' governments oppose the movement of health
professionals as experience has shown that it inevitably leads to a loss of
scarce human resources. Suggested mechanisms to prevent a brain drain 
include contracts that limit time out of the country, rotational systems that
allow job sharing, competitive salaries at home and agreements with host
countries that place time limits on work permits.

From the suppliers’ viewpoint, standardization of curricula would go a
long way to overcoming the problems experienced by health professionals
when attempting to register with a national authority, often in the form of a
professional council, which is a prerequisite to practising their profession. 

Cross-border movement of consumers.  Measures to help avoid adverse
effects could include:
C ensuring comparative quality of care through international quality assurance
programmes such as hospital accreditation schemes
C finding ways, possibly through joint public and/or private sector initiatives,
of ensuring that services customized for international patients do not affect
equity in the host country by promoting a two-tier system
C pricing services at a level where actual costs are recovered, in order to
prevent cross-subsidization by taxpayers
C in the case of educational services, finding ways of ensuring that foreign
students return to their country of origin after completing studies through
contracts and restrictions on work permits
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C developing international marketing mechanisms to promote developing
country services
C overcoming prejudice and lack of awareness among potential consumers
from developed countries through aggressive marketing, rigorous quality
control, and alliances with acknowledged centres of excellence in developed
countries
C ensuring that visa requirements will not bar consumer access, e.g. restrictions
on entry of HIV positive persons
C entering into preferred-provider contracts with health-care funders in
developed countries to overcome the problem nonportability of health insurance.

Commercial presence in other countries.   Developing country
governments fear that an emerging private sector would create a two-tier system
of “haves”and “have-nots”, siphon off skilled-public sector workers and
undermine efforts to establish national health insurance schemes.  In addition,
legislative restrictions often exist on foreign acquisition and ownership of health-
care facilities.

Cross-border trade.  In recent years international agreements have
eliminated most barriers to cross border trade.   However, developing countries
still face major organizational challenges if they are to utilize the opportunities
that have been created.  Predominant amongst these are:
C lack of information on international health-sector trade opportunities or
obstacles
C lack of government-supported health-sector specific export strategies
C absence of national trade promotion organizations that focus on health
services
C limited cooperation between business and government resulting, in numerous
missed opportunities for trade promotion associated with, for example, official
foreign visits by health ministers.

Dangers of globalization
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Despite the potential advantages that globalization holds for developing
countries, there are also a number of inherent dangers for national health systems
in developing countries. These include :
C a brain drain of skilled professionals from the country
C an outflow of financial resources accompanying the cross-border movement
of patients
C the creation of a two-tier system with higher quality being afforded to foreign
patients
C the potential of importing highly infectious diseases such as Ebola fever.

Clearly these and other negative consequences of globalization have to be
addressed by all nations and strategies need to be developed to counter any
detrimental effects on national health systems. It is of particular importance that
developing countries specifically address these issues as they often generate
fears among health politicians and bureaucrats. Such fears can lead to active
opposition, thereby limiting the ability of the country to benefit from
opportunities that arise. 

The way forward

A common denominator amongst both developed and developing
countries which are actively exploiting the opportunities that trade liberalization
presents to the health service sector (such as Australia, Canada, Cuba, Jordan,
India, Sweden and the United Kingdom) is the existence of a national structure
to coordinate and promote participation in the global market by the health sector.

Such a national structure is deemed essential for the following reasons:
C to bring together all national health sector providers with a view to
developing common strategies and raising awareness of international
developments in the health service sector
C to act as a knowledge broker for the local health services industry that can
provide on an ongoing basis information on trade opportunities
C to identify barriers and obstacles that hinder market access and to develop
strategies to overcome them
C to establish joint trade promotion strategies, marketing plans and export
drives
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C to develop public and/or private sector collaboration to promote market
access through trade missions and applying leverage to existing political access
C to maintain a database of providers and products
C to develop common strategies to minimize any potential negative effects on
the national health system.

Various models exist, ranging from totally private-sector initiatives to
wholly government-owned organizations. The most common model is, however,
a joint venture between the private and public sector resulting in cooperation in
promoting and developing international trade in health services. This model
would serve the interests of developing countries best, as it would not only
optimize scarce resources through a public and/or private-sector mix but would
also create a forum for addressing political and other concerns.

Certain international developments could also favour efforts  by
developing countries to penetrate the global market: predominant among these
would be establishment of an international clearinghouse for information on
United Nations system. Lack of information on opportunities, is in all likelihood,
the single biggest obstacle that developing countries face.

Another major obstacle is the lack of  international quality standards in
the health services. Some work has been carried out in the International
Standards Organization,  but a great deal remains to be done to develop
international standards in such areas as the training of health-care professionals
and developing therapeutic guidelines.

*   *   *

The potential impact of globalization on the health service sector is
enormous. This wave of change offers substantial opportunities for developing
countries, should they be able to overcome the not insignificant challenges that
they face.  Clearly this is an area of particular importance not only for the trade
sector but also for the health sector.  An urgent need exists for increased
intersectoral debate at both national and international levels.
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5. THE GLOBALIZATION OF MEDICAL CARE

David C. Warner1

Medical care and medical education are rapidly becoming globalized, with
objective criteria for care and scientific standards combining with technological
change in  communications and information processing to establish worldwide
networks and databases. This globalization is being hastened by the development
of  worldwide credentialling, multinational educational institutions and increased
portability of  health insurance. Barriers to trade in health services still exist and
their reduction or elimination will lead to even further change. Developing
nations will need to find a role for themselves in this rapidly evolving and
changing  environment. 

I GLOBALIZATION OF MEDICAL CARE AND MEDICAL
EDUCATION

    
Medical care has become globalized as access to the medical literature and

clinical findings has become much easier through databases maintained on the
Internet.  In addition, standards of care are beginning to be more objectified and
widely disseminated through the development of practice standards  and the2

introduction of  “evidence-based cost-effective medicine” as the standard for
practice. Cochrane centers have been established across the world to cooperate
in conducting meta-analyses of clinical trials to assess the effectiveness of a
particular intervention for a particular condition in a person with certain
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characteristics.   These standards have become reinforced by insurance3

companies, national health  programmes, and managed care organizations which
increasingly need objective criteria for paying for or refusing to finance care.
Promotion of  “evidence-based disease management” as treatment for chronic
disease is a new development promoted in many cases by pharmaceutical
companies as the appropriate  set of  treatment regimens for persons with a
particular condition.   As long-term chronic disease becomes the major health4

problem of many developing nations as well as for the developed world, these
approaches will become even more prevalent.   
      Telemedicine also has the capacity to  deliver care world wide while
encouraging the development of collaborative relations between providers in
many countries in real-time treatment and diagnosis of patients. Radiology, for
instance, can be practised at distant sites by collaborative groups of radiologists
and  disease and organ specialists if the appropriate equipment is available and
the receiving unit is appropriately staffed. In principle a nation could contract
out much of its radiology to distant medical centres that would provide 24-hour
fully staffed coverage.5

     On a more comprehensive front, one vision of the future digitized  health
care system in the United States  includes sharing patient, demographic, clinical
and outcomes data among  providers, plans and governments.   This is6

predicated upon the development of an electronic medical record and a changed
level of cooperation in what is currently a very competitive system. Development
of  mechanisms for protecting the confidentiality of patient records will clearly
be very important. Such developments world wide or even in part of the world
would go a long way to restructuring  delivery of health services.

Medical education has also become globalized, with continuing migration
for undergraduate and graduate medical education, the  development of distance
education over the Internet and with the use of telemedicine. Perhaps most
important is the development of Web-based instruction which has the capacity
to improve interactivity between the student and the material being learned while
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potentially distributing  lecture notes,  clinical exercises and  simulations world
wide.

It is already possible for the World-Wide Web user to have a simulated
encounter with an interactive patient on the Marshall University School of
Medicine site, to study cardiovascular physiology through simulations developed
at Johns Hopkins, to refine his or her technique in arthroscopic surgery on the
knee using virtual reality technology developed at the University of Hull or to
study pathology at the University of Utah.  Similarly, medical students at
Stanford University have developed a Web page for medical students world
wide to communicate, share information and raise questions.  These trends are
surely only the beginning of the very profound changes in medical education and
credentialling which  are under way.

The movement towards a uniform medical licensing examination in the
United States has been a step towards more consistent and objective criteria. 
Mexico is moving from certification on a university by university basis to a
single examination.7

Concurrently, many nations still restrict the entry of  physicians from
abroad. In fact, the United States has recently developed a scheme whereby
hospitals which trained resident foreign medical graduates  are being paid
hundreds of millions of dollars a year to close their programmes.   Ironically,8

free-trade agreements have created a chain of  potential reciprocity.  Canada and
the United States recognize each other’s credentials. Canada has long recognized
graduates of medical schools in the United Kingdom. And the United Kingdom
recognizes as eligible to practice professionals licensed in the other nations of
the European Union. 

The Director of the Center for Quality Assurance in International
Education in the United States predicts that a time is coming in which national
identity among the professions will be passé. In its place will be the truly world-
class physician, engineer, nurse or architect. Propelled by the multiple regional
and global trade agreements which encourage the movement of professional
services as well as goods, our national borders for higher education, and
particularly, for professional education, will be blurred.  Admission standards,
testing, accreditation, certification, and licensure - forms of quality
determination and assurance which were heretofore nation-based - will become
global in nature. The professional graduates of the globe’s quality institutions
of higher education will enjoy unprecedented marketability and mobility. And
those countries which did not pay attention in the late twentieth century to this
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inevitability will have forfeited their national professional labour forces to those
prepared for the global professional marketplace of the twenty-first century.9

II  THE GLOBAL CONSUMER OF MEDICAL CARE

        Increased foreign travel, new forms of medical insurance in developing
nations, worldwide sources of information to medical consumers and  joint
ventures in providing services have all led to the increased  consumption of
medical care abroad. One major constraint on trade is the non or limited
portability of  national or government health insurance, especially by retirees. 
 There has been a rapid growth in international marketing by medical
facilities in Europe, the United States, and elsewhere. While there was always
a tendency for the rich to migrate to world medical centres, a growing middle-
class has insurance that will cover care abroad. In the United States, for instance,
John Hopkins increased its foreign patients to 7,200 up from 600 two years
before. The four Mayo Clinics expect 10,000 patients from abroad in 1997.10

Hospitals in the United States have developed exclusive contracts to provide
advanced care to members of an Argentinean union, to civil servants in the
Cayman Islands, and to the employees of the Central American Development
Bank, to mention a few arrangements. Similarly, a consortium of San Antonio
hospitals signed contracts with the four largest Mexican health insurers, which
comprise about 90 per cent of the Mexican private health insurance market.
These contracts  recognize these hospitals as preferred providers eligible to
receive patients.  Many referral hospitals in the United States market their11

services through physicians in the developing world as well as by maintaining
communication with former patients. Increasingly, patients abroad are able to
use the Internet and other resources to research “world class” physicians and
facilities for the treatment of a particular condition. Hospitals, medical schools
and pharmaceutical companies all have developed and maintain Web pages.
Also  clinics and hospitals  in the developing world have been acquired by or
affiliated with hospitals or medical schools in the developed world. In some
cases pharmaceutical companies  have purchased the practices of nephrologists
or oncologists in developing nations.  In other cases, facilities in the developing
nation have sought out affiliations with well-known medical schools or hospitals
to enhance their reputation and to have super specialty care available, in some
cases through telemedicine. 
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           One of the greatest constraints to trade which operates to the detriment
of developing countries is the lack of long-term portability of health coverage for
retirees from OECD countries.  In the United States for instance, Medicare
covers virtually no services delivered abroad.  Other nations may extend
coverage abroad, but only for limited periods such as two or three months. This
constraint is significant because  it tends to deter some elderly persons from
travelling or retiring abroad. And those who do retire abroad are often forced to
return home to obtain affordable medical care.  The potential  size of this12

market is substantial. There are currently more than 100 million persons over 65
in OECD nations (not counting Mexico or Turkey). By 2030 there will be close
to 200 million such persons. In 1993, when around 13.5% of the OECD
population was older than 65, they accounted for  almost 40 per cent of all health
expenditures in those countries.  In 2030, when the over-65 population will13

comprise 22.5 per cent, then at least half of all health expenditures will be on
their behalf.
         Many retirees with limited incomes  may find it more attractive to relocate
to countries where costs of living are lower and where it is possible to afford to
pay for someone to help with the housekeeping or other activities of daily living.
Retiring abroad becomes even more attractive for those who emigrated to OECD
countries and who wish to return to their country of birth. In 1995 there were
more than one million residents of the United States older than 65 who had been
born in Asia or the western hemisphere south of the United States.  In 1995 there
were more than three million such persons between the ages of 45 and 65.14

Other OECD countries such as Canada, France, Germany and the United
Kingdom  also have substantial ageing populations who were born in developing
countries. 

The potential impact of permitting  portability  could be substantial. If
only 3 percent of the 100 million elderly persons living in OECD countries
retired to developing countries, they would bring with them possibly US$30
billion to $50 billion annually in personal consumption and US$10 billion to
US$15 billion in medical expenditures. These medical services should be less
expensive abroad  than they would be at home. Of course, a number of people
retire abroad already, but portability of health coverage should increase the
numbers.  Many elderly couples might be able to avoid medical indigence by
relocating abroad and save the OECD nation even more in the longer run. From
the medical side, an administrative structure would have to be developed to
assure quality and to  avoid fraud; but that should not be too difficult to
accomplish.  Government procurement discrimination is an important barrier to
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trade in other services as well.  But, it is hard to see why provision of medical15

services  should be restricted to one’s own nation when other services are
increasingly subject to competitive provision. 

III OPTIONS FOR DEVELOPING NATIONS

Developing nations can pursue a number of strategies in the emerging
globalized medical system. They can affiliate with medical schools and hospitals
in the developing world to help provide enhanced medical education and support
research at levels that would have been impossible before. They can develop
enhanced clinics and hospitals to retain more of their affluent citizens and also
to attract retirees and medical tourists from abroad. These facilities might also
help many countries slow or reverse the brain drain of trained medical personnel
who currently emigrate and find it difficult to support themselves if they stay at
home.  Similarly, many scientists in developing countries may make the case that
they should not have to emigrate to compete for research awards from national
science institutes around the world. Already, private research is being conducted
quite competitively in locations such as Bangalore, India. 

Privatization can take rapid and unpredictable turns.  Richard Scott, in an
interview just before he was replaced by his board as Chief Executive Officer
of Columbia-HCA, said that he envisioned as many hospitals outside the United
States as they had within (approximately 350) in several years.   A common16

model is for the foreign entity to act as a general partner in a hospital project and
to involve local physicians and other investors as limited partners.  The facility
in the developing nation would then be connected to the headquarters abroad for
purchasing, specialty consults and other administrative and management
services.  In some ways, this approach might work well for many developing
nations.

Inviting private insurance schemes into a country introduces another set
of questions.  A recent article in an insurance magazine reported:
In Latin American, the NAFTA agreement, the progressive liberalization of
rules governing foreign participation in insurance markets in South American
countries as well as the continuing privatization of formerly state run services
such as pension funds has sparked a rush by various international firms to either
link with Mexican and South American companies, or to establish wholly owned
subsidiaries or branches.17
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But as William Hsiao points out, “The experience of Chile, the
Philippines and the United States demonstrates that it is both perilous and
inefficient to create commercial insurance markets to finance health services.”18

He believes that for-profit insurance companies and health maintenance
organizations target their product to low-risk clients and to those with the ability
to pay.  This can also generate an unnecessarily two-tier system.

Regardless of how these issues are resolved, the globalized medical care
system of the future will be an exciting and dynamic sector for years to come.
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6. TELEHEALTH: WHAT IS IT? WILL IT PROPEL CROSS-
BORDER TRADE IN HEALTH SERVICES?

Salah H. Mandil

Telecommunications is a key to the globalization process and to the
sustenance of its outcome.  This chapter is concerned with the role that
telecommunications play in the evolving impact of globalization on the health
sector, and the resulting current trends and issues.  In particular, it is concerned
with the uses of telecommunications in health, or TeleHealth, with particular
emphasis on TeleMedicine and how these are beginning to be practised in
differing countries This chapter also stresses that TeleHealth and TeleMedicine
could eventually constitute a main sector of international cooperation and trade,
subject to certain impediments being overcome.

Throughout this chapter, the terms TeleHealth and TeleMedicine are
written as such, consistent with the author’s past publications on the subject , to1

emphasise the author’s belief that, in the near future and for some countries
within a matter of five years, the wide and sophisticated uses of
telecommunications in health will be routine, so much that the prefix “Tele”
could and would be dropped to re-stress the basic objective of Health and
Medicine.

I THE IMPACT OF GLOBALIZATION

Globalization has been recognised as a “process” by which persons,
concepts, images, ideas, values, capital and traded goods diffuse across national
boundaries, thus steadily increasing global socioeconomic and political
interdependence and integration .  Whereas this has been most evident in trade,2
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 industry and economics, it is also true in socioeconomic sectors such as health
and the environment.

The importance of respecting “national boundaries”, also known as the
sovereignty of independent states, is a key factor in the peace and stability that
contribute to the growth and sustenance of global trade and economic
interdependence.  But, this principle of sovereignty does not mingle well with
the environmental and health challenges facing our world, which call for
international (and some add even intra-national) actions.  For environmental and
health issues, the demarcation lines between national and international policies
and actions are “blurred”, and certainly not clear cut.  International
environmental and health challenges and policies should influence and be
influenced by national challenges and policies.

It should be stressed here that we cite “challenges and policies” and not
only “policies”, by which we also mean that the burden of resources for some
national challenges must be recognized and supported internationally.  These
challenges  include control of infectious diseases and epidemics, preservation of
the regional and global environment, trafficking of harmful substances and
drugs, research into new and re-emerging diseases,  provision of affordable
diagnostics and treatment, and cost-effective education and training of the
necessary human resources.  Much of the resource burdens of these health
challenges are either tackled inadequately or not at all at the international level,
with few notable exceptions for which WHO is responsible and financed.

The advent of almost globally accessible, cost-effective
telecommunications services, within and between nations, offers a significant
opportunity to face and alleviate much of these challenges. In addition to
spreading awareness and understanding of  global interdependence on
environmental and health issues, and of the importance of an equitable sharing
of the benefits of international trade, telecommunications tools and services
could be used to improve the equity of access to quality health care, the extent
and quality of education and training of human resources, the cost-effective
surveillance of diseases and services, and technological developments for
affordable diagnosis and treatment, especially those needed by the poorest
countries. 
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II HEALTH: INFORMATION-INTENSIVE

The term “health informatics was defined  as “an umbrella term used to3

encompass the rapidly evolving discipline of using computing, networking and
communications - methodology and technology - to support the health-related
fields, such as medicine, nursing, pharmacy and dentistry”.  This section of the
chapter is concerned with how information-intensive is the health sector, what
are the main types of health information and how these were traditionally
supported and are to be supported in the dawning cyber age.

What information? And for what purposes?

The provision of health care requires, and generates, a wide variety of data
and information, which need to be collected, processed, distributed and used.
One way to view the scope of the uses of the methodology and technology of
computing, networking and communications in health, is through an
understanding of the principle functions, and the types of data and information
in the health sector.  There are basically five main types:

CC management information, that is information for the day-to-day management
needs and for planning, programming, budgeting, monitoring and evaluation of,
for example, an immunization campaign, a health care institution (e.g. a hospital,
a health centre, a laboratory), the health services in a geographic area (e.g. a
province, a district, a city, a community, or the whole nation)
CC clinical information, that is data and information to carry out, and which is
generated by, clinical functions such as diagnosis and treatment; this includes
static and dynamic images
CC surveillance and epidemiological information, that is information on the
patterns and trends of diseases and related health care measures and services
CC literature, that is notes, reports, formal publications and “grey” literature
C knowledge, that is the information on the actual know-how needed to carry
out a medical or technical task, such as how to diagnose a specific medical
problem, how to conduct a related laboratory test and how to treat an ailment.

The sources of these types of data and information are within and outside
the health care infrastructure and are located at varying distances from the users.
In practice, users require and generate a mix of these types of information at
differing stages of their respective functions.  For example, a physician may
consult a “knowledge” base, whilst examining a patient and would enter relevant
“clinical” data into the patients record, which may be used by the “management”
system for billing purposes.  Also, the clinical data would eventually be stripped
of its “personal and private” items and passed on to contribute parts of the health
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“surveillance” information.  Thus, the collection, flow, processing and
distribution of health, and health-related, data and information are key to the
efficacy, efficiency and economy of the operations and development of the
health care services.

Information support: traditional and cyber age

Health care encounters and transactions are multifaceted.  They occur, for
example, between a patient and a physician; between two physicians; between
a patient or a physician and an expert consultant or a health institution (e.g. a
laboratory, a pharmacy or a rehabilitation centre).  And, such encounters may
occur in one’s own community, in another part of the country or in another
country.  All such encounters require data and information prior to the actual
start of the encounter, and generate it  during the encounter or soon thereafter.
Such “data and information” could be in differing volumes, at differing times
and in differing forms such as voice, numbers, text, graphics and static or
dynamic images, and are often a judicious mix of all these.

The sources and repositories of such data and information could spread
over differing locations and would take differing forms, for example, complete
patients records; hand-written prescriptions; reports by a physician, a consultant
or a laboratory; and responses from a library, a surveillance system or a drug
interaction information service.

Traditionally, all such encounters were face to face, and the spoken and
written word were the main modes of communication and of medical record-
keeping, whilst transport was mainly by road, rail or air, using public and private
services.  On the inception and popularization of the telephone, it became a key
liaison tool in the health care services, first for the spoken word and decades
later for the facsimile transmission of the written word.  As the telephone
services network grew, it became the communication network of the health
professionals and institutions, nationally and internationally.

The uses of technology in the clinical/medical aspects of the health care
services steadily grew and included sensing and measuring equipment,
laboratory services, static and dynamic imaging.  With the growth of the use of
such technologies and of the variety and sophistication of these, it was inevitable
that many of such “technological” services became separated from the
mainstream health-care institutions - separated in distance and more significantly
in management.  So, the communications between such technology-based
services and the mainstream health-care services became an important
consideration in the efficacy and economy of the health sector.

The popular use of computer-assisted communications by the health
sector started some fifteen years ago with simple electronic messaging (E-mail),
carrying purely alpha-numeric messages and reports.  Just as voice
communications was the main motive for the installation of telephones in
physicians’ cabinets and health care institutions, E-mail was the main initial
justification for the installation of modern telecommunication links.  And, as E-
mail services grew, so did the demands on their performance and geographic
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coverage: more locations at more speed and with more bandwidth to cater for the
growing “attachments” to the E-mail messages.  The past five years have
witnessed an exponential growth in the uses of E-mail in the health sector,
within and between countries including most developing countries, particularly
over the Internet.  This is covered, in section IV of this chapter, with the
discussion of health information infrastructures, or health “info-structures”.  In
many of the industrially developed countries, E-mail is taking over those
functions that do not really require face-to-face encounters, such as preparing
and sending prescriptions and reports, fixing appointments and scheduling
services, and referring patients.  Where the performance of telecommunications
services permit, it is also used for transmitting medical images and related expert
readings, either written or oral.

At a higher level of sophistication of the use of computer-assisted
telecommunications the actual examination and care of a remotely located
patient - TeleMedicine. TeleMedicine is an important and growing field and is
expected to change many of the traditional approaches in health care (see section
III). 

Another area, that is, relatively speaking, not recent but will usefully
expand with the spread of telematics support, is the access to and uses of
knowledge-based systems.  These systems, which are also known as expert
systems and decision-support systems, provide expert advice and guidance on
medico-scientific issues and procedures.  For example, given a patient's
coordinates and symptoms, they could provide diagnostic support, suggest
additional tests or propose a treatment.  There are numerous examples of
knowledge-based systems developed by and for developing countries    .4 5 6 7

Literature services are important to health care.  Apart from their obvious
educational values, they are vital for information on new procedures, clinical
trials, evidence-based considerations, and so on.  Telematics is a significant
improvement over traditional means of searching for and acquiring such
literature.  It enables the individual personally to carry out the search, with ease,
speed of access and, more significantly, with a much higher level of
completeness - more depth and breadth of searches - because of the impressive
and still growing international electronic interlinkages between many of the
literature services.  Many libraries in the poorest of the developing countries are
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prime victims of  economic and financial problems.  Many such university and
medical libraries have had dramatically to reduce their acquisitions of journals
and publications of foreign medical societies.  The uses of CD-ROMs, whereby
foreign libraries holdings are listed, largely alleviate the search problem, but the
acquisition problem remains.  Telematics is addressing such problems in at least
two ways.  First, professionals and institutions in many developing countries are
able to directly query the wealth of international health literature services.  Most
have only offline links; and “full connectivity” to all developing countries is a
major challenge that is being addressed .  Second, where the facilities do not8

permit sophisticated online searches, interim bilateral arrangements are
beginning to be put in place whereby the relevant queries are passed to a
colleague or an institution in a more fortunate setting to place such a query and
respond to the original requester.  Some of these arrangements are even
automated via friendly gateways (se section V below).

Epidemiological surveillance is essentially the study of the patterns of
distribution and trends of diseases and related health care measures, by
geographical areas, age groups, communities, etc.,  so as to establish relevant
priorities and to optimize health care measures through monitoring and
evaluation.  Surveillance requires the collection and analysis of varied and
relatively large amounts of data, from and about the locations where diseases and
related health problems occur and from where patients present themselves,
typically in urban and rural health centres and general and specialist hospitals.
Traditionally, the raw data are extracted from completed forms and reports,
prepared according to long-established procedures of reporting by the smaller
units (e.g. health centres), through interim units (e.g. a provincial general
hospital), to a central facility (e.g. a ministry of health or a medical research
council) responsible for analysing and storing such data and issuing relevant
periodic surveillance reports. These arrangements and related facilities have long
been recognized as slow, inaccurate, and incomplete, and present major
problems of logistics of transmission, processing and storage. Often, the
reporting of serious infectious diseases and epidemics follow a totally different
reporting system.

Telematics is making it possible to introduce major improvements to the
traditional methods of surveillance.  Improvements stem from support to the
decentralization of responsibilities and tasks.  Where relatively simple affordable
desktop computers are used to record patients visits and other encounters (e.g.
vaccinations) at the community and health-centre level, it has also been possible
to embed controls to vet the accuracy of the data, and  economically and
selectively to extract relevant data for transmission to interim or central facilities
for surveillance purposes.  Informatics and telematics support to health statistics
and epidemiology is perhaps the earliest and thus more popular application of
computing in developing countries. It is also an area that calls for the most
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improvement.  Certain traditional, routine data collection practices could be
replaced by more economic computer-supported sampling techniques.  Also,
relatively simple computer support to the patient “admissions, discharge and
transfer” function in a hospital, and the equivalent in a health centre, could
eliminate or improve on the inaccuracy, time and cost of manually maintaining
statistical forms.  Furthermore, better or more utilization of satellite-based
remote sensing data could provide the essential intelligence sought for
surveillance of certain problems, such as water-borne vectors and diseases.  The
developments in, and growing availability and uses of, computing, networking
and telecommunications in most countries, stress the need for a major rethinking
of the traditional methods employed for surveillance, early warning and sentinel
systems, especially on communicable diseases.

In summary, families of applications of computing, networking and
communications are making a major impact on the methods, quality, efficiency
and economy with which health care services are provided and managed; health
care knowledge and expertise are shared; health information is collected,
processed and disseminated;  health literature is accessed and searched; health
education and training material is prepared and actual education and training are
delivered; research is conducted and coordinated; and contacts and dialogue are
established and maintained between individuals or institutions.  The necessary
health information infrastructures, or health info-structures, are taking shape in
a number of countries.
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III  TELEHEALTH AND TELEMEDICINE

Definitions

We are encouraged and pleased to note that the following definition for
TeleMedicine, which we have formulated and adopted over five years ago for
our own work in this field, has been accepted and used in various international
fora on the subject :  TeleMedicine is the practice of medical care using audio,9

visual and data communications; this includes medical care delivery,
consultation, diagnosis, treatment, education and the transfer of medical data.
The term “education” covers both the education of the patient and the
“continuing education” of the health care staff. TeleHealth is broader than
TeleMedicine in that  it also encompasses the uses of computer-assisted
telecommunications to support functions other than the clinical aspects of health
care, and which were discussed above: management, surveillance, literature and
access to knowledge.

The rationale for TeleHealth and TeleMedicine

Nearly all countries have been and are involved in one form or another of
a reform of their respective health sectors.  The common rationale for such a
reform is how to meet the problems and challenges of having less resources
available to the health sector than needed to meet the expectations of the
population and demands for quality health care services.  That is, the costs of
health care have been increasing to such an extent that governments, which have
borne the major burden of funding health care services and schemes, are unable
to meet the requirements and demands of their populations.  Consequently, in
the industrially developed countries, this resulted in a significant reduction in the
health insurance coverage by governments.  In the developing countries,
particularly the poorest where the health care services have been mainly “free”,
this resulted in a significant decline in the extent and quality of the health care
services.

The health sector, in nearly all countries, is facing two demands that
appear to be contradictory: first, to provide equitable access to quality health
care services and, second, to reduce, or at least control, the increasing costs of
health care services.  One of the initial measures that may be taken to alleviate
the above is to optimize the uses of existing resources - professional staff, health
care institutions, expensive equipment, etc.  It is thus no exaggeration to state
that all ‘health sector reform’ plans or programmes, known to the author, include
a significant dose of “informatics and telematics support”.  Telecommunications
is viewed as one of the means that could support such optimization.
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How does TeleMedicine practically contribute to improving  the quality
and coverage of  health care services in a cost-effective manner?  This could be
exemplified by the following four scenarios.  First, TeleMedicine could enable
a general practitioner who, for example, could be located in a rural setting, to
seek and obtain a second or an expert opinion from colleagues located, for
example, in a national speciality hospital or anywhere else in the world.  Second,
TeleMedicine could enable a health worker, such as a remotely located nurse,
to obtain the technical guidance of a physician to attend to a patient. Third,
TeleMedicine could enable a physician to look after a patient who is remotely
located, for example, at home or in another country.  Fourth, TeleMedicine
could enable the shared  use of pooled equipment that is centrally located, often
not affordable to smaller health care institutions.

Relationship to TeleEducation

It has to be remarked here that the technological facilities and protocols
needed for TeleMedicine are predominantly the same as those for TeleEducation
and training in health care.  For example, in TeleMedicine we might have a
video conferencing session of an expert advising or consulting for a general
physician on a specific case with the aid of static or dynamic medical images.
The same facilities would support a lecturer at one end delivering a lecture or a
training session, with the aid of images, to any number of ‘students’ at the other
end sharing a single workstation or each with her/own workstation and scattered
over a campus, a city, a nation or the world.

Our experience when working with and supporting countries   has10 11

shown that, invariably, the users requirements for TeleMedicine services and
facilities include a significant portion of TeleEducation, particularly “continuing
medical education”, which is a compulsory requirement for re-licensure of
medical practice in some countries. 

The requisites of TeleMedicine

What are the main requisites of a TeleMedicine service  that would
support the scenarios cited above?  A simplified model comprises provider and
requester, each with their TeleMedicine infrastructure, linked through their
telecom infrastructure.  This model applies to TeleMedicine links over any
distances, within a nation or between nations. The most important are the
professionals at both ends, that is the requesters and the providers of, for
example,  a medical consultation.  At each end, they need a TeleMedicine
infrastructure, resting on a telecommunications infrastructure.  What makes the
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difference and thus decides the extent of the medical care to be supported this
way, are the power and the speed of the TeleMedicine peripheral equipment and
the telecommunications lines.

The TeleMedicine infrastructure is the means by which medical data and
any subsequent remote medical analysis are exchanged between the requester
and the provider of the TeleMedicine service.  For example, for a physician
seeking the support of a radiologist to interpret a radiological image, the
TeleMedicine infrastructure could comprise the facility, at both ends, to scan,
compress and transmit the image, to have it accurately reproduced at the
radiologist’s end, and to transmit his/her interpretation and comments expressed
either on the image, as a separate report, or both.  The TeleMedicine
infrastructure could be simple or complex, reasonable or costly, depending on
the types of TeleMedicine services to be provided.  For example, TelePathology
requires special cameras to digitize the slides, and TelePsychiatry requires two-
way, that is interactive, video conferencing.

The Telecommunications infrastructure comprises the means to actually
carry the content of the two-way communications between the requester and the
provider of the TeleMedicine service.  That is, it comprises the communications
software and the communications medium between the two locations.  The
Telecommunications service would also depend on the TeleMedicine services
to be supported, which could require narrow or broadband, standard or high-
speed telecommunications.

An evolving, formidable momentum

This section cites a number of examples, from both developed and
developing countries, to show what functions in the health sector, and
particularly in medical care, are beginning to be supported with the uses of
telematics.

There are hundreds of sites around the world that are either studying and
experimenting with TeleHealth, particularly TeleMedicine, and relatively  fewer
that have started a regular operational service.   In selecting examples to cite
here, we have three aims in mind.  First, to demonstrate the international scale
of such efforts.  Second, we seek to exemplify the variety of the types of
experiences.  Third, we seek to stress the nontechnical issues that are critical to
eventually go beyond experimentation; issues such as policy, strategy standards
and legislation.

The sum total of the TeleHealth and TeleMedicine activities around the
world, exemplified by the experiences cited below, on a few examples from the
industrially developed countries and in on a few examples from the developing
countries, stress that a formidable momentum is building up that will and should
positively influence health care within countries.  It could change key aspects of
cooperation thereon between countries.

Industrially developed countries
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The TeleMedicine experience in the United States of America is the
most extensive, in the numbers of TeleMedicine sites, the  variety of the
TeleMedicine projects and operational services, the uses of telecommunications
and peripheral medical equipment, and innovations thereon.  Indeed, most of the
earliest TeleMedicine activities that inspired and triggered the current spread of
this new methodology and technology for medical care of the individual, started
in Northern America.  As these have been reported extensively in numerous
periodic and other publications  , they are not repeated here.12 13

In Canada, the TeleMedicine experience is extensive and includes one
of the earliest experiences of international TeleMedicine links .  Recently,14

Canada has successfully rallied the public, private, health and telematics sectors
to agree on concrete steps to develop a national health info-structure , to take15

advantage of the linking of the provincial and other fibre-optic networks in the
country into, effectively, one coast-to-coast national network.

The United Kingdom experience with TeleMedicine is of great value to
the rest of the world because of its relationship to the national health services,
which have been copied or adapted by many other countries.  By definition, the
NHS implies a national synchrony and compatibility in such major
developments as TeleMedicine.  For example, the NHS experience with
“collective buying” of telecommunications capacity is cited in section V below.
One TeleMedicine application that we choose to cite here is one that combines
TeleMedicine with primary health care.  In the Mid-Lothian region of
Scotland , an expectant mother’s periodic check-up could be carried out from16

the nearest health centre, where the relevant sonographic images are prepared,
but examined at a distance, through video conferencing, by a specialist who may
be anywhere in the region or the country.  This cuts down the costs and
inconvenience of travelling to where the specialist may be, and leads to speedy
dealing with any suspected abnormalities.

Northern Norway is a part of the world where there is one of the broadest
ranges of TeleMedicine applications that are routinely used in day-to-day health
care , and the same facilities are neatly used for continuous medical education17

courses through TeleEducation.  A national policy on TeleMedicine makes such
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services directly covered by health insurance.  Furthermore, they have an active
programme of international cooperation. One of the lesser known international
TeleMedicine cooperation is that between the medical community of Tromso
University Hospital and the North Western region of Russia - Archongelsk, and
through the latter with the cities of Koltes and Velsk.  These TeleMedicine links
are used for TeleConsultations on a range of health and medical issues, and for
TeleEduction.  The benefits are also said to be mutual; for example, expertise
in Diphtheria in North West Russia could be helpful to Northern Norway, where
it is lacking.

France is another country with a declared national policy on the uses of
TeleMedicine.  According to such a policy, all regional and national operational
experiences, as well as studies, in TeleMedicine are routinely recorded, updated
and made nationally accessible so as to promote cooperation through the
interlinkages of networks.  This is coordinated by a national committee in which
government, professional societies, the industry and academia, are represented,
and which also cooperates for links between major TeleMedicine centres in
Europe, including those involved in the health projects of the G-7 Global
Information Society Initiative .  The TeleMedicine links are also extended to18

Indian and Pacific ocean islands and to some North African and Latin American
countries.

The challenges of health care in Australia are compounded  by the
geographic size and population spread.  The potential of telecommunications to
meeting these challenges has been appreciated decades ago and started with the
“radio doctor”, by which remote oral consultations were conducted over radio
frequency links.  Today, modern communications are gradually taking over.  For
example, every rural hospital in Western Australia has a satellite station initially
used mainly for continuous medical education, but more recently used by
general practitioners in remote and rural areas for TeleConsultations with their
city-based colleagues and specialists, aided with video conferencing.

The uses of TeleMedicine in Japan have also grown considerably in the
past five years, particularly between major hospitals and the health services in
rural and remote areas and islands, for remote diagnosis and treatment.  Japan
has also developed TeleMedicine cooperation with a few developing countries
in the Asia-Pacific region, primarily over satellite links.  These link a few of the
expert university hospitals in Japan with several health care sites in Cambodia,
Fiji, Papua New Guinea and Thailand. 

Developing countries

The experience in developing countries as a whole does not compare in
volume with that in the industrially developed countries primarily because of the
lack of the telecommunications infrastructure to support TeleMedicine services.
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Nevertheless, the experience to date is quite significant and does set examples
of the cost-effectiveness of TeleMedicine in certain settings.

First and foremost, it is important to stress that we do not argue that
TeleMedicine services are more important or more effective than tackling the
basic causes of poor health: poverty, lack of clean water, basic nutrition and
sanitation.  These call for a significantly larger scale of political will and
resources.  If these resources are available, then tackling the basic causes of poor
health is the undisputed priority.

The argument here, which is demonstrated again and again by
experiments and examples in a number of countries, is that TeleMedicine is a
means by which the uses and value of existing, or relatively smaller additional
resources, could be optimized.  For example, the present five Ethiopian expert
radiologists who travel to different parts of the country to cover the basic
essential services, could multiply their output three or fourfold if the radiological
images ‘travel’ to them via telecommunications.  Another example, the cost of
two doctors attending a few weeks’ course abroad could be used to transmit the
course via telecommunications to the benefit of ten’s of other doctors.

The TeleMedicine experience in developing countries may be grouped
into these four main categories: paper consultancies or studies; studies or
experiments which included actual practical demonstrations; practical studies or
experiments over a significant period of time; operational services.

The examples given below of these four categories  are neither exhaustive
nor exclusive;  there are other examples in countries not cited here.  The
examples below are chosen in order to illustrate the variety and the spread of
TeleMedicine experiences in developing countries to date.

 In the first category - paper consultancies or studies - a study in and for
Bhutan confirms that TeleMedicine links could significantly improve the
support on diagnosis and proposed treatment, given to general practitioners and
non-medical staff in remote smaller hospitals and primary health care centres,
by colleagues in the main and referral hospitals.  The study proposed that the
telecommunications requirements of the health sector, at the remote site, could
be usefully combined with those of other sectors and provided in a local
TeleCentre equipped with shareable equipment and services.  A study in Sri
Lanka was conducted by the telecommunications operator, Ceycom, examining
and aggregating the requirements of various sector including health.  Its findings
on the potential cost-effectiveness of telecommunications services at the local
level compare to that in Bhutan.

In the second category - studies or experiments which included actual
practical demonstrations -  a study in the Dominican Republic included a
demonstration of temporary TeleMedicine links between two sites in the country
and two sites in Venezuela and Canada, to demonstrate the technical feasibility
of remote national and international support to health care delivery and of
obtaining  second opinion.  The TeleMedicine links included interactive video
conferencing capabilities which enabled the transmission of medical images for
remote diagnosis and proposed treatment.  In South Africa, an ongoing study
by the Department of Health will include pilot sites equipped with the necessary
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TeleMedicine links for TeleRadiology, TelePathology and TeleOpthalmology.
These will be partly based on the experience of a successful brief experiment in
1995 linking a general hospital in Tintswalo, Northern province, with the
university hospital in Johannesburg, Gauteng province, for radiological readings
and interpretation, and consultative advice to general practitioners.

There are several examples in the third category - practical studies or
experiments over a significant period of time. With the support of the
telecommunications operator, Argentina established a practical experiment with
TeleMedicine link between Hospital de Clinicas and Universidad de Cordoba,
enabling full video conferencing and image transmission and storage.  Malaysia,
backed up by a solid national policy on information technology in general and
a specific Act of Parliament on TeleMedicine adopted in 1997, designated five
major hospitals to act as TeleMedicine centres to provide teleservices on
pathology, radiology, oncology, nephrology and psychiatry to rural and district
hospitals.  The latter have begun to be gradually equipped with the hardware and
software to prepare and send diagnostic data and images.  Already starting in
1995, the Federated States of Micronesia set up satellite-based demonstration
projects mainly to establish how best to avoid off-island referral of patients and
to facilitate continuous medical education.  Whilst improved and standardized
procedures are being established, these TeleMedicine links are being extended
to other islands also using satellite links. In Mozambique, a variety of
telecommunication links are used for an experimental TeleRadiology link
between a major hospital in Maputo and another in Beira.  Dial-up telephone,
digital microwave and (Intelsat) satellite links are being used.  As a part of the
national health strategy to improve the access by remote and rural areas to
quality health care, Thailand is experimenting with TeleMedicine as a cost-
effective means for major hospitals to support remote health care sites.  With
some WHO funding, and satellite links from the ASEAN Pacific
Telecommunity, a major hospital in Rajvithi is already linked to 12 remote sites,
with video conferencing capabilities, enabling TeleRadiology, TeleCardiology,
TelePathology and related TeleEducation.  The same facilities are used to
standardize the content of medical data bases and access to these.  The Institut
Pasteur in Tunis has established an experimental TeleMedicine link with the
Hôpital Antoine, Nice, for TeleRadiology and TelePathology with emphasis on
cancerology.  It is also being extended to link with a comparable Italian
institution.

In the fourth category - operational services - the King Hussein Medical
Centre and Ammon Surgical Hospital in Jordan have (Intelsat) satellite links
to Mayo Clinic in the United States, for second opinions on the diagnosis and
proposed treatment of certain cases, and for TeleEducation. The example from
Malta is on individual care using TeleMedicine links.  Using specially
developed, simple communication devices placed in the homes of the elderly
who are living alone, any emergency or need for support is immediately detected
over an Alert system, which is also set to transmit specific critical readings (heart
beat, blood pressure, etc.) and to display the individual’s basic personal health
record, to an emergency control station that would act quickly, as appropriate.
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The same telecommunications infrastructure is being expanded into a full
national HealthNet over which hospitals and local health centres would
cooperate, for example on sharing patients records.  In Mexico, a satellite-based
TeleMedicine link enables the specialists in the major 20 November Hospital in
Mexico City to support the general practitioners in 10 general and rural hospitals
in the Chiapas region, primarily with TeleRadiology, TelePathology and
TeleConsultations.  One of the few examples of international commercial
TeleMedicine links is that between the King Faisal Specialist Hospital &
Research Centre, Saudi Arabia, and several top American university hospitals
led by the Massachusetts General Hospital, Boston, and a commercial
enterprise . This satellite-based link is used for routine diagnosis and for second19

opinion.  Routine diagnostic data and images are sent via simple store and
forward technology, and emergencies are further supported with video
conferencing.  The experience of Singapore is rather extensive because the
support to the health sector is part of the massive national IT2000 Initiative,
which also covers the support to administrative functions such as billing and
payments.  A national broadband network is used for support to TeleMedicine
by enabling the sending, receiving and viewing of medical static and dynamic
images, as well as conferencing.  International links for second opinions and
education are also supported, such as that between the Singapore General
Hospital and Stanford University hospital.  In Taiwan, experimental
TeleMedicine links enable support to general practitioners in the islands of
Penghu and Kinmen, to be provided by experts in the National Taiwan
University hospital.

IV HEALTH INFO-STRUCTURES

The policy and strategy papers of WHO of the 1970s and early 1980s
concerning national health information systems stress that the needs were for:
health information systems that would provide the right information, to the right
person, in the right place, at the right time and in the right format.20

Note that the emphasis was on the system seeking and providing the
information. The appropriate adaptation of the above, to our emerging cyber age,
would differ in a number of ways.  For example, it is not only “systems”, but a
whole health information infrastructure. This does not seek and provide the
potential user, but the users access and decide what information is necessary for
them, when is it needed and in what format it is to be provided.  Thus, in the
emerging cyber age, it could stated that the need is for: health info-structures
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comprising of systems that contain validated and evidence-based information,
accessible by the right and authorized person or institution, from wherever this
may be, whenever this may be required, and in any format chosen at the moment
of access.

A health info-structure may be defined as the infrastructure that supports
health information and comprise of these four main entities: people and
institutions; content: primarily information and knowledge; usage: its
management and governance (protocols, standards, etc.); and technological
support: computing, networking and telecommunications.

The above may be further clarified and explained with the aid of a simple
model.  Basically, information flows when a user, a service or a resource
communicates with another user, service or resource, to fulfil a specific task or
function using a certain tool(s) over a certain communications medium.  For
example, a general practitioner transmitting an X-ray image to a specialist
radiologist to interpret, a surgery professor delivering a lecture, and a
demonstration on a specific surgical intervention.  Many of the needs of specific
uses are in fact common and thus shareable; for example sending and receiving
messages and reports, video conferencing, listening to a lecture, accessing the
Internet, accessing a telecommunications or a telephone line, etc. These common
needs can aggregated and catered for by one physical infrastructure over which
there may be any number of logical structures. The common physical
infrastructure and its services are then governed by rules of authorization,
access, usage and accounting.

The past five years have witnessed an explosive start to the
“informatization” of the support to health care.  This is true for the industrially
developed countries and developing countries, though to a much lesser extent
in the poorest of the developing countries.  This growth has included many
developing countries in Asia, the Eastern Mediterranean and South America,
where the communications infrastructure is widespread and reliable.

The infrastructure increasingly includes the Internet, either through direct
connections or, as in some of the poorest developing countries, over networks
of a simpler technology and a cheaper infrastructure that bridge onto the
Internet.  For example, E-mail services via the Internet have been introduced and
used in parts of the health sector of at least 38 of Africa’s 49 countries, and it is
expected that reliable E-mail coverage will include the health sector of at least
some parts of every African country within the next couple of years.

The Internet services include discussion groups, bulletin boards and
newsletters for nearly 6,000 common interests groups, and has tens of thousands
of data bases hosted on its nodes in a variety of forms, such as "gophers" and
world-wide web (WWW) sites.  More significantly, it is estimated that 15% to
25% of the content of the Internet deal with health or health-related topics.

At present, relatively few developing countries (only 12 countries in
continental Africa) have full connectivity to the Internet, that is they can benefit
from its full range of services.  The majority have only offline connections to the
Internet, that is they can use the E-mail services and can benefit from offline
information services, but they cannot benefit from the online services such as the
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WWW services.  This is already a “haves” and “have nots” situation, because
the current wealth and growth of the Internet are the online services.

The Internet is by far the largest source of knowledge-based systems, but
the validity of the knowledge contained therein and its relevance to differing
circumstances, should be examined.  Second only to WHO, the Internet is one
of the largest media for health issues.

The ‘telecommunications medium’ is the most critical for many
institutions in most developing countries, and it is often the main hurdle and
limiting factor to full global connectivity.  Public data networks (PDNs) are
networks, developed and operated by telecommunications authorities or service-
providers, to cater for data communications.  The health sector in most Asian,
Eastern Mediterranean and South American countries, already has access to and
began to use PDNs.  An increasing number of African countries have PDNs
already operational in the main cities.  The bandwidth supported over such
networks determines the extent of its uses.  Multimedia requires a broad
bandwidth.

Radio-frequency links over short distances, and low earth orbit (LEO) or
geostationary satellite earthstations, are being used by the health sector in many
developing countries. The infrastructure and operational costs of geostationary
satellites are relatively expensive to be acquired and regularly used by health
institutions in developing countries, particularly Africa.  In comparison, LEOs
are much cheaper to install and require cheaper earth stations, but their access
and use are limited to a certain span of time (typically 15 to 30 minutes) per day
depending on the location on earth.  This limitation also makes them unsuitable
for online links.

At present, this technology is used in the health sector of about 20
African, four Asian and five other countries  .  These are used for E-mail and21 22

for access to health information services, mostly via gateways to the Internet.
This success is also attributed to two important factors.  First, the availability of
a relatively cheap batch-oriented technology that could be used where better
alternatives are either not available or not affordable.  Second, the people-to-
people collaboration of friendly professional groups in Australia, France, South
Africa and the United Kingdom, who provide batch-technology users in
developing countries with gateways to global networks such as the Internet.

The LEO-based services are functioning satisfactorily and have provided
much appreciated support to users who have no means of telecommunications
other than the conventional telephone, FAX and telex services with all they
entail in terms of high costs and limitations or inadequacy for literature services.
The end-users, quite rightly, are demanding and working for more and better
services.
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Other relevant developments to watch for that could increase the
telecommunications infrastructure and boost its uses in the health sector in
developing countries, including the poorest countries in Africa, are AT&T
Africa ONE, Motorola’s IRIDIUM and WorldSpace AfriaStar, AsiaStar and
CaribStar.  Africa ONE is a high-speed, broadband, fibre-optic ring around
Africa with strategically situated hubs for any African country to link onto and
thus to the international telecommunications networks.  IRIDIUM is a
communications network based on a galaxy of 66 LEOs that draws the
advantages of the relatively cheap costs of LEOs, whilst providing the anytime
access of geostationary satellites.  WorldSpace is placing three geostationary
satellites (with AfriStar due for launch in September 1998) over the three
developing countries regions of the world, primarily dedicated to digital audio
broadcasting and has offered free-of-charge use of three times three of its
channels for health programmes by or through WHO.

In summary, the global and regional telecommunications facilities are
evolving such that, if the commercial terms are affordable and if there is the
political will to boost the health sector, there are clear indications that national
health info-structures can be developed to serve primarily national purposes and
to link to, share and participate in a global health infrastructure.  The boost to
international cooperation on global health issues and to the possibilities of
international collaboration in health care, for example through TeleMedicine,
will be significant.  But there are certain impediments that need to be overcome
to make that possible, and these are discussed in section VI.

V INTERNATIONAL TRADE

We briefly discussed above how the uses of telecommunications in health,
particularly TeleMedicine, are viewed as one of the ways of improving the
equity of access to better quality health care services within a country, and
international cooperation thereon.  This is so because, from a strictly
technological point of view, it permits “tele-expertise”, that is it permits a
professional task or service to be delivered from a remote location.

The same notion of “tele-expertise” is viewed as the basis of the bulk of
potential cross-border trade in TeleHealth particularly TeleMedicine.  How?
The  following paragraphs provide some answers related to: services, such as
hospital services, operations and management; technical expertise for the
establishment and introduction of TeleMedicine services; education; and other
areas.

Medical and health-care services

This is by far the main arena of current activity of national and cross-
border trade in TeleMedicine, by both the private and the public health sectors.
Up to 1995, this has been viewed as entirely within the industrially developed
countries or between one such country and a developing country.
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However, the past two to three years witnessed the start of such trade
within and between a few developing countries.  Most of such trade in
TeleMedicine is embedded in other modes of cross-border trade in health care
services. Some is trade in purely TeleMedicine services.  Whatever form it takes,
the key justification for such trade is the search for a more advantageous
price/quality ratio.

The growth in the uses of TeleMedicine is closely tied to the promotion
of cross-border trade in health care services because TeleMedicine improves the
quality of the health care environment and its reputation.  This is demonstrated
by these two examples.  A Singapore health organization which owns several
quality hospitals there, is entering into joint ventures with partner organizations
or hospitals in India, Indonesia, Malaysia, Sri Lanka and United Kingdom.  Its
plans include TeleMedicine links between its health care institutions as the
means of developing an integrated network providing high quality, cost-
competitive health care services.  Another example is that of Jordan, which has
a declared policy and strategy to attract foreign patients particularly from the
neighbouring Arab countries.  As one of the many measures and provisions for
this goal, Jordan has established TeleMedicine links with other centres of
medical care excellence, starting with the three Mayo Clinics in the United
States.

There are also some purely commercial TeleMedicine services providers.
One of the pioneers is WorldCare, a company previously known as WellCare,
which is providing TeleMedicine services to some of the Arab Gulf countries
from the Massachusetts General Hospital and through the hospital from other
university hospitals in the United States .  This venture started with the23

intention  that TeleRadiology would be its primary service, but experience
showed that case management was an equally key service.   Interestingly, the
WorldCare experience shows that the drop in some of the number of certain
TeleConsultations is attributed to the medical staff, at the recipient end of the
TeleMedicine link, having become sufficiently experienced and knowledgeable
to deal with certain cases themselves, demonstrating  the inherent educational
and training content of TeleMedicine consultations.

Cross-border trade in TeleMedicine also banks on factors other than the
improved quality of services and its competitive pricing.  There are competitive
advantages due to linguistic and cultural factors which greatly influence the
emotions of a patient and his/her family, and the offering of unique modes of
treatment, such as the example of traditional Chinese medicine.

Technical expertise in TeleMedicine

Given that telecommunications in health, and particularly TeleMedicine,
can be valuable and are thus desirable to establish in certain health-care settings,
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a demand is building up for technical services for the conception, specifications,
acquisition and installation of TeleMedicine services.

Thus, some countries are beginning to convert their TeleMedicine
technical expertise into an export earning.  This may be comparable to the
United Kingdom NHS establishing, some 10 years ago, an overseas enterprise
to market and export health services provided by the public sector of the United
Kingdom.

For example, an Australia TeleMedicine export programme was set up by
a consortium of the University of South Wales, Sky TV, NEC Australia and
SEACOM Australia.  Its first major assignment is to establish the satellite-based
China TeleMedicine Network to include over 1,000 Chinese hospitals, to
support TeleConsultations, the exchange of medical patient records and
laboratory tests, and TeleEducation.  The same network is to be accessed by
Australian health professionals interested in Chinese medicine and techniques.
It is interesting to note that the satellite network is being funded primarily by
pharmaceutical and medical equipment companies advertising over the network.

Education and training

As remarked in section III  above, the technological infrastructure
facilities and protocols need for TeleMedicine are basically the same as those for
TeleEducation and training in health care.  Thus, the great majority of existing
TeleMedicine links double up to support TeleEducation too.  Indeed, some
TeleMedicine links were basically justified because of the added value of
TeleEducation.  A totally different, but relevant extra, is that students and
trainees prefer to do their studies in their own countries so as to avoid the
problems of licensure and re-certification of qualifications.

A growing volume of a wide variety of educational and training courses
are beginning to be available via direct TeleMedicine links, and many are also
transmitted via the Internet.

The subjects and content of such courses range from the specialized to the
general, addressing differing levels of professional groups such as general
practitioners, dentists and nurses.  Many courses are accompanied by images and
demonstrations that may require still images reception or video reception
capabilities.  Another characteristic is that courses may be delivered in a one-
way mode, that is broadcast, or in an interactive mode, that is, the recipients
have the ability to interface with the deliverer of the course, for example, for
repeats, clarifications or further discussion.

These are courses that are free-of-charge and broadcast to whoever is able
to receive, and others that are transmitted at a fee, to locations that have
previously enrolled for these.  Some of these courses were originally marketed
on interactive discs, such as CD-ROMs and Videodiscs.  The TeleEducation
approach is a significant improvement over the discs in that its content is up to
date, and includes realistic post-course questions and answers, and can be
recorded for future reference.  But its infrastructure and telecommunications
costs can be significantly more.
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Nevertheless, it is expected that cross-border trade in TeleEducation of
medical topics, and in particular on specialized topics, will be a widespread
reality much sooner than cross-border trade in TeleMedicine because of the time
it will take to resolve certain governance impediments discussed below.

Other areas

There are other areas which are related to health care services and in
which some form of cross-border trade has started and which could grow.  Two
differing examples may be cited, one administrative and the other scientific.

“Managed care” is a generic term referring to systems which integrate the
funding and the delivery of health care through contracts with selected
physicians and hospitals, linked with health insurance companies to provide
health care to enrolled participants for a predetermined annual premium .24

Managed care is a direct outcome of the recognition, discussed in section III
above, of the impossibility to expect governments to continue fully funding
quality health care for all its population.  Differing forms of managed care have
become popular in many of the industrially developed countries, and are making
in-roads in other parts of the world, notably Latin America.

Managed care, and all other forms of health insurance, demand
professional human support to process relevant claims.  Cross-border trade in
services relating to the processing and computing of insurance claims has been
increasing.  With the gradual introduction of health insurance in a large number
of countries where it has not existed before, and with the growth of variations
in health insurance schemes embedded in managed care, it is expected that this
type of cross-border trade will increase.

Another area of cross-border trade is software development. Contracts for
software development and maintenance with companies in countries with a large
number of a highly qualified programming force, such Brazil, Egypt, India,
Mexico, Pakistan and the Philippines, have been drawn up and successfully
delivered for nearly fifteen years now.  Although the bulk of such contracts were
with other computing, networking and telecommunications companies in
Europe, Japan and the United States, there were also contracts with clients such
as hospitals, educational institutions and even United Nations organizations. The
numbers, complexity and volumes of software developments and maintenance
contracts have been steadily increasing, and can be expected to become a major
sector of cross-border trade between all sorts of countries and institutions, and
a source of foreign earnings for some developing countries.  
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VI ISSUES AND TRENDS
.

It has become widely appreciated, especially in development fora, that the
poorest countries’ recourse to the informatics and telematics technology is not
a luxury.  It is they who need it the most so as to bridge the development gaps
which they would not be able to do with their existing or conventional
technologies .25

There is almost a worldwide enthusiasm for TeleHealth and
TeleMedicine, with a sense that a new paradigm in health care is gradually
shaping up.  Valuable experiences are gradually being reported from many
institutions in developing and developed countries.  Published reports cite
relatively little “data”, but the experience to date is indicative and is the basis of
the issues and trends highlighted below.  Such experience includes WHO direct
support to and collaboration with countries for the evaluation of requirements
and the acquisition of facilities for, and pilot practical experiments with,
TeleMedicine services in a country and between two countries.

TeleHealth and particularly TeleMedicine experiences are relatively new,
and an international consensus is needed on a “minimum data set” for reporting
and describing these.  A few proposals have been adopted and related rosters of
TeleMedicine projects are accessible on the Internet.

Impact on health care services

TeleMedicine services make it possible to extend all sorts of professional,
including specialists, services and the access and uses of equipment to locations
where there are none, such as remote and rural areas.  This contributes to raising
the levels of diagnostic services, related tests including imaging, and proposed
treatments.  Thus, TeleMedicine can contribute to the equity of access by all the
population to quality health care services.

Aided with TeleMedicine links, much less time would be spent on having
to transport patients, diagnostic samples, laboratory test results, etc., thus
increasing the productivity of the daily work of a health professional or
specialist, and the productivity of the health care services at large.

On the other hand,  in some parts of the industrially developed countries,
there is  growing concern that TeleMedicine links would channel revenues to the
specialist centres, away from rural/remote centres.  This points to the need for
an equitable, controllable payment system for TeleMedicine services. 

Impact on the human resources for health

One of the most direct and readily measurable benefits of a TeleMedicine
link is that it also enables continuous medical education, and other forms of
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education and training.  Indeed, this aspect is sometimes put as strongly as the
TeleMedicine services itself.

Indications are also emerging that the installation and operation of a
TeleMedicine link in remote and rural areas, or in a hardship area, leads to
longer periods of retention of medical and professional staff there, and possibly
to reduced migration abroad.  This is because, where TeleEducation links are
available, they are not isolated in a professional sense:  professional support is
accessible, and they can keep up to date with their subjects of expertise.

Impact on financial resources for health

A long-established argument is that “high tech” in medical care mostly
leads to cost increases.  This has also been said about TeleMedicine.  But, it
would be a mistake to compare a TeleMedicine facility with the installation of,
say, a magnetic resonance imaging facility because of their respective
differences in scope and overall impact on the health services.

A fully fledged TeleMedicine service that would support most forms of
medical services (radiology,  pathology, ophthalmology, dermatology,
psychiatry, case management, etc.), including the capture, transmission and
storage of the relevant medical data and images, can be quite expensive.  This
is mainly due to the costs of the differing digitized peripheral medical equipment
required for each of these services, in addition to other equipment commonly
needed by all the services.  In practice, a TeleMedicine service is usually
launched to support one form of service (e.g. TeleRadiology) and gradually
enhanced to other services.  Its startup costs have to be considered as any key
managerial decision: how essential and what are the benefits and effectiveness
over a period of time?

One of the measurable impacts of TeleMedicine services is the reduction
in unnecessary referrals.  Some projects report a 65% to 70% reduction which
amounts to a direct cost saving due to low transport costs and less work time
lost.

Another example of savings stems from the uses of TeleMedicine links
for TeleEducation, that is the receipt of general and specialist courses, discussed
in section III above.  This would reduce the costs of education and training
abroad, and would enable more nationals than those who are able to travel
abroad, to benefit from the courses received.

Technical considerations

The adoption of common standards is a must for cost-effective exchange
of any information and is clearly a must between individuals and institutions
with TeleMedicine links. The problems of standards, as is the case for health
telematics as whole, stem from political, commercial and technical differences.
These lead to differences that range from the acute (differing concepts,
semantics and approaches) that is difficult to resolve, to the small that can be
resolved (differing syntax and communications protocols).  Many standards
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issues are being addressed on many fronts - by international and regional
standards organizations, and in consultations between professional associations
and the telematics industry - with a few, slow but sure improvements.

A growth industry is booming around TeleMedicine, especially for the
development of digitized peripheral medical devices and their interfaces to the
computing and telecommunications environment.  In absence of a complete
specification of the necessary standards for such peripheral devices, some speedy
developments have placed in the market some ad hoc, non-standard devices and
their interfaces.  Despite progress in recent years, the lack of standards in
peripheral medical equipment remains a technical and a cost problem.

By comparison, telecommunications standards are less of a problem
thanks to the invisible muscle of the Internet, whose TCP/IP standard has
imposed itself as the de facto standard even for private, global networks, known
as Intranets. 

A major component of a TeleMedicine service is the capture, transmission
and storage of images, ranging from black-and-white still images to full colour
dynamic images.  Key factor is the quality and resolution of captured and tele-
sent images.  The past couple of years have witnessed the development of
desktop video conferencing capabilities that are relatively cheap (complete kit
for about US$ 800) for images of a quality acceptable to many but not all
medical requirements.  Higher resolution images would require much more
costly facilities.

The tariffs and costs of the telecommunication services are also an
important consideration.  Images, and particularly high resolution images,
require a lot of computing space and efficient  telecommunication services.
Traditionally, the pricing for such services was based on distance.  An
improvement that is already announced by some telecommunication service
providers is that pricing would be based on bandwidth-on-demand.  The
availability of the relevant services and its pricing, should be obtained and
carefully studied before embarking on TeleMedicine links nationally and
internationally.

Health insurance considerations

One of the early impediments to TeleMedicine is that, in most countries,
these services are not refundable by the health insurance schemes.  Gradually,
some countries such as Norway which adopted TeleMedicine as an integral part
of its health care services, applied the fee-for-service schema to the
TeleMedicine services.  In the United States, this has just begun in a couple of
states.

However, health insurance coverage is not portable between countries,
and therefore does not apply for services rendered via TeleMedicine links.
Some progress has been achieved by some groups of countries.  For example,
there is a European Union (EU) agreement that the health insurance coverage for
an EU citizen should be according to the rules of the country where the EU
citizen resides.  Also, the MERCOSUR countries agreed, between them, to a
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tarjeta MERCOSUR,  whereby patients receive the same services from the
corresponding health cooperative to which a citizen is enrolled.  These could
apply to TeleMedicine.

Administrative considerations

Some of the time-wasting and costly chores in the health care services
relate to data and information from, about and for the individual patient.  Where
these are computer-supported, the administrative chores are less than for manual
records.  But the issues and considerations of privacy and confidentiality
predominate (see below).

When services are provided over TeleMedicine links, the steps to update
the relevant patient record is a convenient by-product of the TeleMedicine
transaction.  Equally convenient and efficient are the chores of scheduling and
rescheduling patients visits, laboratory tests, etc. Thus, the infrastructure for
TeleMedicine could partly alleviate the financial costs and delays of some
administrative chores.

Ethical-legal considerations

Nearly all aspects of the health professions, in virtually every country, are
regulated by a system of laws and regulations intended to safeguard the interests
and concerns of the health care consumers and to protect the profession and its
individual practitioners.  A substantial proportion of the existing legislation is
geared to the hospital setting.  For example, “the law” requirement for keeping
a manual record of professional practice is clearly a contradiction to the potential
cost-effectiveness of paperless, that is electronically recorded, health care
practices.  The legislation gaps or obstacles that hinder the progress in reaping
the benefits of informatics and telematics in health, including TeleMedicine
services, need to be addressed soon - at the national and international levels.
Even the internationally acknowledged WHO guidelines to bring about
regulatory changes, in certain areas, do not explicitly refer to informatics or
telematics.  

TeleMedicine introduces a departure from a health care practice that is as
old as time: the face-to-face encounter between the healer and the sick.
Technically, there may be no difference between the tele-encounter and the face-
to-face encounter, but  psychological aspects aside, some ethical and legal
questions remain.  For example, those concerning the respective responsibilities
of the managers, users and intended beneficiaries, and in particular of the
provider and recipient of the TeleMedicine services.  Clarity about these
questions is a must if TeleMedicine is to confidently move from experimentation
to practice.  Legislation is being discussed and drafted in a number of countries;
and can take long before it is formally adopted.  

Two other related issues are also hindering progress with TeleMedicine
services and cross-border trade.  First, the problems of licensure for cross-border
medical practice and sometimes for practice in a difference region, province or
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state of the same country.  It is a fact that TeleMedicine is presently, routinely
and effectively practised from the United States to Saudi Arabia  and other26

Arab Gulf countries, but any such practice in the reverse direction is considered
a felony.

Second, the TeleMedicine services that are between one-to-many or
many-to-many sites often require the a “gatekeeper” to direct, monitor and
control the links involved and to ensure that each request for a service is
properly responded to within pre-set response times.  This situation arises in
most of the TeleMedicine links between hospitals and other health care
institutions, also between countries.  This gives rise to the laws and rules
governing commercial presence in another country.  There is great variance
between countries on the laws concerning foreign ownership of health care
institutions, especially hospitals.  These directly affect cross-border trade in
TeleMedicine services.

Finally, whereas the developments in the computing, networking and
telecommunications technologies appear to have achieved secure encryption of
data, secure networks and secure interim network nodes, a great deal needs to
be invested in informing and assuring the public of the measures available and
imposed.  This aspect is not only detrimental to cross-border trade in
TeleMedicine, but to most uses of telecommunications in the health care of the
individual.

*    *    *

A new paradigm in health care is beginning to shape up in differing parts
of the world, in which the individual will play a major role in his/her health care
and well being, and in which new forms of health insurance will gradually
replace “free” care, and in which globalization and telecommunications will be
major factors.  The present trade in TeleHealth, particularly TeleMedicine, will
significantly increase at the national level of most countries including
developing countries.  The relatively smaller doses of cross-border trade in
TeleMedicine are poised to take off when the governance-related issues cited
and briefly discussed above begin to be resolved.
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7. THE HEALTH INSURANCE SECTOR: MARKET
SEGMENTATION AND INTERNATIONAL TRADE IN
HEALTH SERVICES

J. François Outreville

INTRODUCTION

Insurance against the risks of accident or illness is offered either by
publicly regulated private insurers or by State-run social security systems.  This
is only one area of social security in its broader sense, which encompasses old-
age insurance (the pension system), health, unemployment and work-related
accident insurance.  Health insurance schemes are being dragged into
increasing expenditure by demographic changes and improvements in medical
treatment.  A growing interest in the problem of long-term care is parallelled by
a desire to arrive at an acceptable compromise between equity and efficiency,
between meeting individual needs and controlling collective expenditure . The1

European social philosophy of each contributing according to his means is
radically opposed to the individualistic North American arrangement whereby
everyone takes out insurance according to his needs.

The advantages and costs of having an insurance scheme are well
documented in the case of health insurance. Information asymmetries are a
feature of the imperfect market in health-related activities.  In insurance, they
give rise to moral hazard, anti-selection and system-induced costs.  Among these
imperfections, selection and externalities are the ones most susceptible to State
intervention.

Controlling health costs is currently a major concern of all governments
and all private insurers.  “Managed care” has led, in the United States and, since
recently, in Europe, to the development of health networks that seek to limit
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 system-induced costs by bringing together service providers, policyholders and
insurers .2

Competition on price and quality of service may over the medium term
help to open up the market for health care to services beyond a country’s
borders.  At present, the localization of risk is an important factor in the
insurance business that limits “transborder” services.  The “nonportable” nature
of insurance is said to be a barrier to trade in health services.

This article sets out to examine the status of and possible developments
in the health insurance market.  A brief initial overview shows how health
insurance operates.  The following section details the functioning of the health-
care market. Section III explores the possible consequences for trade in services
of segmenting or opening up markets. The limits of this analysis are spelt out at
the end.

I HEALTH INSURANCE EXTERNALITIES

Membership of most health insurance schemes is compulsory, to avoid the
problems of anti-selection familiar to insurers. Insurers cannot discriminate
between high and low risks and if premiums are set at the average for a group,
in the absence of statistical homogeneity, more individuals at high than at low
risk will take out insurance.  In the extreme case, the market will disappear if the
insurer cannot propose differentiated contracts. In equilibrium, when risk
exposure is not observable by insurers, high-probability individuals purchase
complete coverage at a high premium rate, while low-probability individuals
purchase partial coverage at a low premium rate .3

The use of annual or case-by-case deductibles often gives insurers an
opportunity to categorize risks better .  Unfortunately, deductibles are calculated4

less to reflect individuals’ behaviour than administrative running costs, and to
reduce the price of insurance .5

Tracking changes in health costs reveals that steady and rapid rises
increase the risk of budgetary imbalance in health insurance schemes and may
damage their very underpinnings.  The most commonly quoted example is
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overconsumption of medical care, especially pharmaceutical products.  In fact,
one of the main reasons for rising costs is the increasing expense of diagnostic
procedures and treatments due to highly specialized exploratory techniques.

When insurance covers costs in the health sector, new, alternative
therapies can be developed.  Hence insurance helps to boost health-care costs.
Besides, since the marginal costs of more expensive treatment will be borne not
by the individual policyholder but by policyholders at large, the healthcare
provider will tend to increase the number of services performed and propose the
most expensive treatment, in a process known as supply-led demand .6

As confidence in the medical profession’s ability to deal with health
problems grows, people’s individual sense of responsibility diminishes.  In
other words, beneficial though it may be to have diagnostic and therapeutic
opportunities available, they come at a cost that requires appropriate
selfrestraint, close monitoring and fund-raising efforts.  The simple notion of
making the consumer aware of costs cannot be applied at the macroeconomic
level.

There is a radical difference in outlook between the economist, who looks
at the overall balance of the system, and the health-care professional concerned
only with the individual relationship between himself and the patient.

II INSURANCE AND THE HEALTH-CARE MARKET

To slow the upward spiral in expenditure and contributions, managers
increasingly try to find ways of bringing the medical services available on the
health-care market into line with what insurance schemes can afford.  All too
often, the action taken is piecemeal instead of forming part of an overall plan
that makes allowance for all the parties involved:  (a) health-care purchasers
(policyholders); (b) health-care providers; and (c) the entities that finance all or
part of the care, the insurance schemes.

Diagram 1:  The healthcare market
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The insurer/policyholder relationship 

If an insurance scheme meets all the costs of health care, care is perceived
as a free resource and there is a tendency to over-consume.  Overconsumption
of medical care in itself leads to increased dependence on the health-care system,
and hence a diminution in personal responsibility.  
 The simple idea of making the consumer aware of costs, or of making
those who incur avoidable costs bear the consequences of their behaviour, is
hard to put into practice.  The “bonus-malus” systems being tested in some
countries where policyholders wish to pay in accordance with their needs
represent a retreat from the principle of solidarity.  Besides, a progressive
reduction in premium (bonus) provided no claim is submitted probably has a
pernicious effect on health over the longer term, since people will wait longer
before seeking treatment.

Co-insurance, whereby the policyholder has to pay a certain percentage
of the costs (an arrangement known as the ticket modérateur in some countries),
has proved universally ineffective as a means of controlling health expenditure.
Still, making the policyholder pay a real percentage of the costs is customarily
regarded as more effective than applying a deductible.   On the other hand, a7

high co-insurance factor is inimical to social justice for people on low incomes,
the elderly and the chronically ill.

Ceilings (annual, per service, per type of care) betoken a desire not to
mutualize certain kinds of expenditure, whether considered too trivial or, on the
contrary, too extravagant or unnecessary.  They also serve to restrict the range
of spending that is subject to slippage.  The kind of ceiling imposed often
depends on the degree of mutuality or solidarity accepted by the insurance
scheme.  A yearly ceiling for each beneficiary, for instance, discriminates against
the elderly.

Supplementary insurance at the policyholder’s option is becoming the
accepted way of making the insured aware of the costs of certain services.
Experience shows that raising the ceilings for coverage by insurance schemes
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induces an immediate rise in the cost of the services offered by service providers
- a phenomenon very similar to what economists refer to as the “liquidity trap”.

The policyholder/service provider relationship

Holding down costs on the supply side begins with price regulation.  The
perverse incentives that payment-per-service creates are well known.  The
service provider has an incentive to increase the number of services performed.
Competition and the market economy may help to boost some service providers’
turnover, but this is not necessarily desirable or helpful in the health field.

Consumers do not generally have the means to influence supply.  Their
power lies in the quality and quantity of information at their disposal on the
health-care system, since service providers operate on the premise that patients
do not have perfect information.  The relationship of personal trust between the
consumer and the service provider skews too simplistic an economic analysis.

The insurer/service provider relationship 

It seems to be increasingly accepted that costs are controlled more
effectively by influencing supply than demand .  Paying service providers per8

service is generally associated with rising costs.  Abel-Smith (1992) has shown
that health expenditure can be kept down by regulating the supply of services
rather than demand for them .  This has led some health insurance schemes to9

ask not only how much they pay but also why, and to whom.
Categorizing diagnoses by groups (diagnosis-related groups, DRG) in

order to finance hospitals according to the kind of medical care they offer has
been practised in the United States since 1984.  It encourages hospitals to choose
the most efficient method of treatment, to reduce the length of hospital stays and
to make maximum use of health-care personnel other than doctors.  If there is
a choice between two therapeutic methods, both of which would suit the
patient’s requirements, the insurance scheme can limit coverage to the costs of
the less expensive one.  There are, however, some unintended effects such as
encouraging hospitals to refuse admission to patients they regard a priori as poor
commercial prospects.

Experiments in cooperation between hospitals and insurance schemes are
under way  in Austria and Canada .  The potential importance of prevention
should also be considered, and it is now recognized that research into anticipated
costs would help to increase the effectiveness of preventive measures .10
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Health-care networks 

The upshot of these relationships between the players in the health sector
is that insurance schemes are anxious to play a leading role in guaranteeing high-
quality care at a cost that all policyholders can afford, while keeping check of
where the payments for services go.

Networks of health maintenance organizations  (HMOs) seek to bring
together service providers, policyholders and insurers, thereby stifling service-
provider-led demand while guaranteeing a viable volume of business and
turnover.

The two main types of HMO draw on service providers as a group or
individually.  In the former case, a group of service providers operate at a
specific location.  In the latter type, a policyholder chooses a general practitioner
belonging to the organization who then provides services at his own
surgery/office, referring the patient to another provider within the organization
when necessary.  Treatment by providers which do not belong to the network is
not covered by the insurance.

Networks of preferred provider organizations (PPOs) are less rigid,
allowing policyholders a greater choice of doctor.  The insurer negotiates
preferential contracts with a group of service providers (hospitals, laboratories,
paramedics).  More generous coverage gives policyholders an incentive to use
providers within the system.

Other forms of managed care organizations have developed in the recent
past such as physician-hospital organizations and point-of-service plans, which
combine HMO-like systems with indemnity systems, allowing individual
members to choose which systems they wish to access at the time they need
medical service .11

III MARKET SEGMENTATION AND TRADE IN HEALTH
SERVICES

It is widely agreed that a health care system left to function according to
market forces alone will not result in a socially optimal quantity or quality of
health care or cost.  However, policies to encourage the development of12

expanded insurance options for the population are an important component of
most national schemes efficiency efforts.
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A simplified graphical analysis can be used to compare the current
situation in a number of countries where the insurance system may segment the
market to a situation in which open markets, competition and “portable”
insurance bring the market into overall balance.  The main results presented in13

the Appendix are summarized below.

Non-optimality of price controls

In a “regulated” market, service providers and insured households have
access to a controlled price below the market price. Demand not met on the
regulated market moves out on to the free (nonregulated) market.

As the number of service providers unwilling to accept the regulated price
grows, demand on the free market rises and the clearing price remains above the
normal market price. Price controls are not, therefore, the most efficient way of
cutting costs as long as insurance cover at a higher price is available to permit
the free market to function. This is the case in markets where a national scheme
is more and more often supplemented by private or mutual insurers responding
to the population’s willingness to pay for health care. The result being increased
inequality in access and use of health care.

Non-optimality of cartel-like markets

In a segmented market but equally where there is a cartel of service
providers, the supply of services is cleared at a higher price than the normal
market.  Opening up the market for services implies that some insurers and
policyholders will leave the “official” market and set up a parallel market.

Insurers who have set up HMO- or PPO-type healthcare networks are in
a parallel-market situation where the supply of services outside the official
market allows potential demand to be met at low cost.  The current situation,
where only free movement of patients/policyholders is permitted, should
encourage the development of parallel markets.

Reasons for insignificant trade and competition

Regional and international trade and competition for professional services
in the health care business are extremely limited, and mainly confined to services
related to tourism or cross-border services. Moreover, there is no evidence that
barriers to trade are any different in developing countries than in any other
country (except perhaps in emphasis) when considering the following list:

C immigration-related restrictions are a barrier for the movement of service
suppliers as well as professional regulation based on academic qualification,
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experience, nationality, residency, membership to a professional association
(cartel)
C lack of insurance coverage (non-portability or limited portability) is a
desincentive for the movement of patients as well as emotional barriers such as
language, local knowledge and cultural differences which inevitably reduce
competition even within the territories of a country  
C the business behavior of health practioners including corporatist practices
also tend to perpetuate the segmented market structure. It is exacerbated by the
lack of proper information on health services available in other regions or even
in other territories of a country. The location of a service can sometimes
seriously affect its competitiveness and its ability to attract patients or providers.

Increasing market access

The interlinkages among service sectors have been recognized as playing
an important role in the development process. The strategic importance of
insurance  services in the development of health services and competition is
quite obvious and follow the development of managed care activities in this
sector. Health financing through insurance is not a goal; it is a means to an end:
facilitating the provision of the types, quantities, and qualities of health services
that are consistent with managed care activities.

The importance of the access to information networks to expand services
is also recognized here. The expectation that a general process of trade
liberalization will provide benefits for all participants is based on the view that
some countries will be able to offer services in which they possess a comparative
advantage. Information is a key factor and the development of trade points in
health services is a practical support to the actors in the health care market:
insurers, providers and consumers.

IV CONCLUSION

Controlling healthcare expenditure is nowadays a major concern of all
governments and all private insurers.  Cooperation between the healthcare
sector and the insurance sector is crucial to the provision of high-quality services
at a cost that reflects the conditions obtaining on a competitive market with
perfect information.

The development of healthcare networks bringing together insurers and
service providers serves to limit market imperfections due to information
asymmetries among the various players on the market.  This kind of contractual
relationship should also encourage the growth of parallel healthcare markets.In
actual fact, insurance companies themselves do not seem to wish to develop this
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kind of operation and position themselves as supplementary participants whose
intervention is implicitly shaped by what the basic welfare system covers .14

If the price of health care is a major determinant of the demand for health
care and the consumer’s choice of provider, then insurance may promote a better
allocation of resources by monitoring the services purchased for their clients. On
the other hand, the quality of care delivered lies at the heart of the effectiveness
of the provision of services. Regardless of the segmentation of the market, both
public and private sectors must work together to deliver a level of quality that
is acceptable to consumers .15

APPENDIX

A Simple analysis of segmented markets

In a “regulated” market, service providers and insured households have
access to a controlled price below the market price (P1 and P0 in diagram 2,
below).  At the controlled price, the supply of health care available Qs1 is less
than demand Qs2.  Demand not met on the regulated market moves out onto the
free (nonregulated) market, represented by quadrant B in diagram 2.

On the simplified assumption that the households with satisfied needs are
represented by the section DA of the straight line representing demand in
quadrant A, excess demand on the free market is represented by the straight line
d1d1 in quadrant B.  Service providers accepting the controlled price P1
represent only a small proportion of the supply of services, which is transferred
to the free market as shown by line s1s1.  This market clears at market price Po.

If households with insurance cover at the regulated price are represented
by the section CB of the demand curve in quadrant A (i.e. these are households
that accept minimum insurance cover at the lowest price), unmet demand is
represented by the straight line d2d2, above line d1d1, yielding a clearing price,
P2, higher than the market price.  In reality, households probably lie evenly
along the entire line DD, and the clearing price on the free market will be
between Po and P2.

As the number of service providers unwilling to accept the regulated price
grows, demand on the free market rises and the clearing price remains above the
normal price Po. 

B A case for liberalization

In a segmented market but equally where there is a cartel of service
providers, the supply of services in diagram 3  corresponds to line S’S’ in
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quadrant A, such that the asking price is above the clearing price.  Opening up
the market for services implies that some insurers and policyholders will leave
the approved or “official” market and set up a parallel market, shown in
quadrant B of diagram 3.  The cost of services and thus of insurance will match
the competitive price Po, below that of the approved market.

The lines representing supply and demand, soso and dodo, in quadrant B
correspond to segments AB and CB in quadrant A, and the quantity of services
qo corresponds to the quantity that has left the official market.  This may seem
like an oversimplification, for setting up a parallel market may entail production
costs for insurers that will need to be reflected in the prices of policies.  There
is also a possibility that only the supply s1s1 will be available, but given the
opening up of the market and increased competition, the price of services should
gradually fall from P1 to the clearing price, Po.
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Diagram 2:

A segmented health-care sector
A:  Regulated market B:  Free market

Price

Quantity
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Diagram 3:

Consequences of opening up the market

A:  Official market B:  Parallel
market
Pr
ice

Quantity
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8. INTERNATIONAL TRADE
AND THE NURSING PROFESSION

Judith A. Oulton

Facilitating nurse mobility and promoting high standards of nursing care
globally are issues as relevant today, on the cusp of a new millennium, as they
were following World War II when Europe began to focus on the free movement
of goods, services and people.  Given that nursing personnel make up the largest
group of health care providers, it comes as no surprise that mobility is an
important issue for the nursing profession, governments, employers, policy-
makers, the public, and other provider groups.

The sweeping changes of this decade (sociopolitical, economic and
technological) impact all aspects of society.  Globalization, deregulation and/or
re-regulation, decentralization, privatization, competition, advances in
biomedicine and communications, and rising public activism are changing the
role of the state and the place of individuals, groups and nations globally.  New
strategic alliances in trade and new trade agreements and networks are
accelerating interest in professional mobility.  Today’s environment tends to
promote the reduction of barriers to movement across borders.  If so, it is vital
that there be mechanisms to assure that quality nursing care is provided, equity
exists in processes, and continuing attention is given to health care and working
conditions in each country. 

Nursing personnel account for up to 70% of health care staffing and
provide 80% of direct patient care, facts which, in part, explain why
governments, employers, the public and the profession are concerned about
supply and demand issues.  The majority of the Member States of the World
Health Organization  report a resource imbalance in the nursing sector.  This
usually is interpreted as a shortage or a surplus. However, it also includes poor
distribution and misutilization of nurses.  While it is preferable to deal with work
force imbalances locally, remedies often involve attracting personnel from other
nations.  Similarly, governments with an oversupply are looking at creative ways
to export such expertise.  These scenarios make mobility an important aspect of
the resource equation.
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WHY NURSES MIGRATE

Nurse migration is an international phenomenon and enables nurses to
achieve personal and professional goals .  Mobility ensures that nurses can earn1

a living, continue their education, experience other cultures, expand professional
experience, and so on.  This may mean living in one country and working or
studying across borders, moving to another country, or providing care across
borders via telecommunications, air ambulance, and so forth.  For the majority
it continues to mean moving to a new country or living in one and working in
another.

For most nurses who leave their country in order to work, workforce
imbalances and salaries and working conditions lie behind their decision.  Today
there are many situations where nurses cannot find jobs in their own country,
and must move, work across borders, or retrain in another field.  Recently, these
situations are increasingly  the result of health sector reform and the reshaping
of health care delivery as opposed to a search for learning experiences.

While health sector reform creates new opportunities for nursing, it also
often involves layoffs, reassignments, and limited opportunities for new
graduates to gain experience.  Because competence is equated with practice, the
lack of opportunity to work may jeopardize licensure in some countries.  In all
situations it makes the nurse less attractive to potential employers. 

Poor salary and working conditions, or the lure of better ones, entice many
to leave their country for another.  Research has shown that management and
compensation practices particularly affect the degree to which nursing shortages
are experienced in health institutions.  In many countries employers have failed
to address long standing deficiencies related to hours of work, salary, continuing
education, staffing levels, security, housing and day-care facilities .  The result2

is that there may be qualified nurses unwilling to work.  This pseudo shortage
could often be corrected through effective work force planning and, particularly,
by addressing retention strategies.

Other work-related reasons why nurses choose to migrate include the
opportunity to learn new knowledge and skills, and to practice in innovative
environments and more autonomously.  Nurses move for new cultural
experiences, to study, or to be with families.  Regrettably there are cases where
the move is for personal safety and political reasons.

NURSE SUPPLY AND DEMAND TODAY
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As noted earlier a nursing work force imbalance exists almost everywhere.
There are too few or too many nurses wanting to work.  There are countries that
regularly import nurses and those that educate for export.  Still others experience
cyclical problems .  Ad hoc cost-driven decision-making has led to increasing3

dissatisfaction and current problems . 4

This decade has seen countries move almost overnight from shortage to
surplus situations as part of health care reform.  Education reform, new service
demands, demographic shifts and refugee movement have also been important
factors.  Currently the United Kingdom is experiencing a severe shortage and
there are also shortages in Africa, and in such countries as Denmark, Israel, Italy
and Norway.  The Middle East routinely relies on nurses educated elsewhere.
The situation in some countries is fairly balanced at present while others are
experiencing shortages of specialty staff.  This means they have sufficient nurses
available but not trained in a specialty, so specialty positions are underfilled. In
other situations, as mentioned earlier, some countries have enough nurses but
not enough willing to work in the profession.

Surpluses exist as well.  North America has experienced this situation
since the early 1990s as governments began restructuring health care.  As they
closed hospitals or downsized them, they adjusted skill mixes thereby diluting
the professional:nonprofessional ratios.  They also moved services to the
community, often without creating an equivalent number of new jobs, employing
less costly, less skilled personnel and/or neglecting to offer retraining
opportunities. 

Surpluses routinely exist in some countries such as the Philippines, and
surpluses are likely soon in other parts of Asia.  With the Asian economic
downturn, work force readjustments are beginning.  Already South Korea has
changed its laws to permit mass layoffs, and hospital hiring freezes are in place.

PATTERNS OF RECRUITMENT AND MIGRATION

In 1989 the International Council of Nurses (ICN) studied the recruitment
of nurses from abroad by polling national nurses’ associations .  The results5

showed the following patterns of recruitment:

C North America recruits from Argentina, Australia, Canada, Chile, Colombia,
Cyprus, Denmark, Hong Kong, India, Ireland, Jamaica, Japan, Mexico,
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Netherlands, New Zealand, Norway, Panama, Philippines, Sweden, Taiwan,
Trinidad and Tobago, and the United Kingdom;

C Middle East recruits from Australia, Belgium, Canada, Denmark, Germany,
India, Ireland, Kenya, Malaysia, Netherlands, New Zealand, Norway,
Philippines, Sweden, Trinidad and Tobago, and the United Kingdom;

C Europe recruits from Argentina, Austria, Belgium, Denmark, India, Ireland,
Netherlands, New Zealand, Philippines, and Sweden;

C Western Pacific recruits from Hong Kong, Ireland, Netherlands, New
Zealand, Philippines, Taiwan, Tonga, and the United Kingdom. 

The same survey showed that, in most cases, private agencies were
involved in recruiting, while about 25 per cent of respondents also noted hospital
and government involvement.  To a lesser degree individuals, missions and other
organizations were involved.  A number of countries had no involvement in
foreign recruitment for a variety of reasons including sufficient local resources,
immigration laws, low salaries, varying educational backgrounds, preference to
nationals, language, and lack of professional recognition.

Nursing migration today is thought to be lower overall than 10 years ago,
though global statistics are not readily available.  Migration from the Caribbean
has been a long standing issue due to poor wages, currency devaluation and,
more recently, safety in the work setting.  However, because of the lack of jobs
in North America and other parts of the Caribbean, the rate of migration is
slowing. To address current dramatic shortages, Caribbean countries appear to
be recruiting from each other rather than addressing the root causes: poor pay
and working conditions. The costs of recruitment and turnover are high, and the
islands also lose  the financial investment made in educating those who leave.

The United Kingdom is attracting nurses from Finland where there is a
temporary surplus.  Israel has had an influx of nursing personnel from Europe
but these are still learning the language and meeting registration requirements.
Austria has recruited Philippine nurses and Italy is attracting nurses from
Panama.
  

SECURING EMPLOYMENT ABROAD

Nurses are faced with a number of barriers in securing work, and serious
employment problems once in the work setting.  Regulatory barriers are among
the first to be encountered.  Certain regional regulation agreements have been
implemented, for example, in the Caribbean and among Nordic countries.
While the European Union (EU) has addressed this issue, barriers continue for
others entering EU countries, and for other parts of the world. 



Trade and the nursing profession

 S. Quinn and S. Russel, Nursing: The European Dimension. London, 6

Scutari Press, 1993.

 Quinn, op. cit.     7

 V. Maroun, World Trade and Nursing. Collegian, vol. 4(4), 1997.  pp. 32-33 and 40.8

 Maroun, op. cit.9

129

The most common approaches to eliminating regulatory barriers have
been mutual recognition and harmonization of standards.  National nurses’
associations of the fifteen countries in the EU have worked diligently at this for
the past four decades and have lobbied successfully for the acceptance of the
fundamental points concerning the training of generalist nurses.  This forms part
of the Directives of the Nurse Responsible for General Care .  During this same6

time the European Commission moved away from the concept of harmonization
to one of recognition, which means that a person recognized as a professional in
one Member State must be recognized as such in all other Member States,
provided the profession concerned is a regulated one .  However, nursing,7

through its committees, continues to address mutual standard setting in general
as well as specialized nursing education.  One way this is being achieved is
through the development of core curricula in areas such as cancer care.

Nurses within the EU have few barriers to movement, as work permits are
not required.  They are eligible to apply for jobs and, once employed, are
registered/licensed provided the employer is satisfied.  Despite this, there is
limited movement within the EU, primarily because of language.

Other countries and regions are also addressing regulatory barriers.  The
North American Free Trade Agreement  calls for the development of mutually
acceptable standards for licensing and certification for a number of professions,
including nursing.  Each country must agree to nondiscriminatory practice
towards each others’ citizens, and licensure and regulation requirements in a
country must be clear, measurable and verifiable to the other countries .8

Beginning in 1994, a Trilateral Initiative for North American Nursing was
implemented.  This is a collaborative venture involving nursing groups from
Canada, Mexico and the United States of America and aims to address common
professional standards with the goal of strengthening nursing and, in turn,
improving health care. The first phase of the initiative has been completed.
During this time representatives of 35 nursing, governmental and other
organizations identified similarities and differences in nursing education,
standards and practice and drew up recommendations on developing mutually
acceptable criteria for licensing and certification .9

In 1994 the governments of the eighteen nations of the Asian Pacific
Economic Cooperation declared a common resolve to free and open trade by the
year 2020.  Similar networks and initiatives are operating in Africa and the
Caribbean.  Nurses associations and regulatory bodies in both these regions are
committed to harmonization of education standards and entry requirements into
the profession.  Nurses in the English-speaking Caribbean sit for the same
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registration exam.  And the countries of central, south, and eastern Africa,
working through the East, Central and South African College of Nursing, are
drawing up common standards and competencies.  The aim in both regions is to
enhance nurse mobility and to ensure quality nursing care.

While considerable work is under way to decrease barriers, meeting
licensure requirements usually means nurses must pass language exams.
Because degrees, diplomas and continuing education obtained abroad may not
be considered equivalent, upgrading courses may be required. Often the nurse
must pass a licensing exam prior to being allowed to practice. 

Aside from regulatory barriers, language is perhaps the greatest obstacle
nurses face.  Ability to converse with patients and providers is critical if safe,
quality care is to be provided.  Residency requirements pose problems in some
countries though trade initiatives are discouraging these.  Establishing and
maintaining a balance between trade considerations, such as nondiscrimination,
and the quality of care concerns that may arise with itinerant practice, present
new challenges for governments and the professions.

Once hired there remain a number of challenges for the new employee.
If the nurse has been recruited by an agency there may be hidden charges such
as agency fees.  Some nurses have experienced an imposed unpaid orientation
period, a different rate of pay from that of nationals, and different working
conditions.  There is anecdotal evidence of recruited nurses required to do more
night or weekend shifts or work in less “popular” or prestigious units.

Other difficulties the new immigrant must overcome include cultural
adjustments.  Working in vastly different cultures, nurses unaccustomed to the
different mores and traditions may experience ethical dilemmas.  Different
modes of practice and, in some instances, real limitations in terms of supplies,
equipment, and therapies evoke ethical queries.  Counselling about the new
culture as well as advice on labour and licensing laws in the host country will
help to some degree.

TRENDS, ISSUES AND OPPORTUNITIES

There is no doubt that the freedom to choose to move should be the right
of every nurse.  At the same time it is important that mobility not be used as the
routine approach to managing nursing resources.  To do so delays consideration
of effective local measures that would improve recruitment and retention, and
long-term health planning of human resources . 10

Nursing leaders readily agree that nurse migration has both positive and
negative aspects.  The impact on quality care is a primary concern for the
profession, particularly when it creates a brain drain.  It is acknowledged as a
needed temporary means to provide experts skilled in an area.  However, when
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masses of nurses leave a country it means making do with less skilled or fewer
staff.  This is currently a fear for parts of central, south and eastern Africa as new
opportunities open up in South Africa.

One positive aspect of nurses going abroad to work is that they bring back
new ideas and ways of doing things.  For the same reason nurses from abroad
bring new ideas and methods to the host work place .  In many instances the11

alternative to employing out-of-country nurses is to “make do” with a different
skill mix or fewer staff.  This results in poorer standards, more complicated care
giving and greatly increased needs for supervision by qualified personnel.  The
use of experienced clinical nurses to supervise auxiliary staff often removes the
nurse from direct patient care and underutilizes valuable competencies. 

Nurse leaders emphasize the importance that the out-of-country nurses
should be culturally sensitive, know the language, and not agree to accept less
pay than nationals receive.  In some countries non nationals are displacing more
experienced nationals and this creates tremendous strain in the work
environment.  And, in the backlash to limited employment opportunities for their
own citizens, some countries are restricting immigration of nurses.

Concern for quality care also requires the professions and the public to
insist on standards that ensure the public access to competent nursing care.  This
means that effective planning of nursing resources  must be in place, with sound
linkages to broader planning of health human resources, and to health system
planning and public policy in general.  It also means that global standards and
ways to monitor, test, and improve national standards need to be in place.

Open borders offer opportunities for nurses to practice in new as well as
traditional ways.  Advances in technology provide almost endless learning
experiences.  Consultation, video visits, teaching and therapy can be provided
even when the nurse is on another continent.  Rapid transit means nurses can
physically serve clients in a number of countries on the same day.  

Globalization has created wide interest in competencies, standards,
regulation, and collaborative approaches.  Strategic alliances are commonplace
in nursing education, research and practice. Hospitals and agencies in one
country are managing health care in many others far distant and distinct from
their own.  Transnational chains of health facilities are increasingly more
common.

We are seeing more government emphasis on competencies than
credentials for regulatory purposes, and increased interest by the public in
credentials as evidence of excellence.  More emphasis in all spheres of nursing
is being placed on transcultural concepts and international health is being taught
as part of many nursing programs.  International semestering is becoming more
common and universities are more open to giving credits for courses taken in
foreign universities.  Considerable changes in regulation will be required shortly
to accommodate the need for new modes of international recognition for
programs and people.
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Today, nurses from different countries collaborate on joint projects in
education, management, research and care delivery.  At the heart of each
initiative is a determination to enhance nursing practice and people’s health
world wide.  To succeed, ease of access to new opportunities is critical. We look
forward to the day when excellence in nursing knows no borders.
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9. GATS COMMITMENTS IN THE HEALTH SERVICES
SECTOR AND THE SCOPE FOR FUTURE
NEGOTIATIONS

Jolita Butkeviciene and David Diaz

I. INTRODUCTION

The health economy is a conglomeration of activities encompassing
delivery of goods and services, whether through public or private provision.  The
main purpose and outcome of an efficiently functioning health economy are the
improved health of the population, by ensuring universal access to adequate
health care. International trade in health services could facilitate the fulfilment
of this task, and developing countries could benefit from growing trade in health
services by being aware of the opportunities available to them.  These include
import of specialized medical skills that might be in short supply locally,
development of intrahospital trade aimed at minimizing operational costs, use
of teleprocesses as inputs and also as final services or products in delivery of
medical care. 

This paper reviews specific commitments in health services negotiated in
the World Trade Organization (WTO) as an integral part of the General
Agreement on Trade in Services (GATS).  Stocktaking in this respect is
imperative before future rounds of negotiations in this sector can proceed. 

The analysis of commitments does not provide a full picture of the actual
trade regime in  health services. Furthermore, some of the important players in
the health services market have not made any specific commitments in the
sector. The commitments in health services made by most countries have had no
policy implications so far, since countries have either recorded the status quo of
their trade regimes, provided partial information, or left sensitive aspects out of
their schedules of commitments. However, future rounds of multilateral
negotiations are likely to come closer to exerting pressure for changes in the
trade regime by seeking a higher degree of openness in specific areas of
commitments in health services.  Awareness of what issues are involved and
contribution to the conduct of negotiations by public health officials would help
achieve sustainable levels of commitments and maximize benefits accruing to
the general public as a result of the liberalization of trade in health services. 
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 Although health insurance, hospital management, management  consulting, etc.
are not classified explicitly under the health services sector, these and other
relevant aspects in delivery of health care would have to be taken into account
when seeking to further liberalize trade regimes in the health services sector. 

II FRAMEWORK FOR THE MULTILATERAL TRADE
NEGOTIATIONS IN HEALTH SERVICES

Negotiations on trade in services in the GATS framework have covered
a number of services sectors, health services being only one - and not
particularly important - sector from the negotiators’ point of view. With the
successful completion of the recent negotiations on trade in financial, and basic
telecommunication services, however, progressive liberalization of trade in
services is expected to expand into other services sectors.  Health services are
characterized as a dynamic market in many developed and some developing
countries. Their export and import flows are not limited to regional trade where
otherwise pertinent issues can be dealt with, though regional trade is particularly
important in this area.  For the United States major export markets are not only
its partners in NAFTA  but included Germany, Japan, Saudi Arabia, Spain,1

Switzerland, and the United Kingdom . Thus, health services are very likely to2

become one of the issues in the future multilateral trade negotiations.  The
review of what has been achieved so far should serve as a point of departure.  

As the outcome of negotiations on services during the Uruguay Round,
countries have deposited with WTO their schedules of commitments on trade in
services, which are an integral part of GATS, which entered into force in 1995.
The unique scheduling structure in GATS differentiates measures  into those3

that affect all sectors, so-called horizontal commitments , i.e. investment,4

taxation, immigration laws, etc., and those that affect specific sectors.
Discussion in this paper will be limited to sector-specific measures.  No attempt
will be made at intercountry comparison of the level of commitments in the
health sector since overriding limitations on  market access and national
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treatment could be imposed through the horizontal commitments.  The aim is
simply to identify what specific measures are included as limitations on the trade
in health services per se, and to see what could constitute a limitation to market
access or national treatment in this sector, that might become a focus in future
multilateral negotiations. 

Scope of the health care services

Health care services include the general and specialized services of
medical doctors, deliveries and related services, nursing services,
physiotherapeutic and paramedical services, all hospital services, ambulance
services, residential health facilities services and services provided by medical
and dental laboratories.  In the multilateral negotiations, professional services of
doctors and nurses were distinguished from those of hospital services and have
been negotiated separately . 5

These services could be delivered by private medical establishments or
public ones.  With respect to the GATS commitments, services provided
privately and those provided by public medical institutions on a commercial
basis or in competition with other providers would be subject to the specific
commitments.  The export of services by public health establishments from
Australia or India as a way to raise foreign currency is a good example of how
public medical institutions operate on a commercial basis.

Modes of supply

GATS has established that trade in services takes place through four
modes of supply which are discussed at length in chapter 1. These modes of
supply for health services are of different relative importance.  Notably,
consumption abroad and establishment of facilities are leading the trade in
health services at present. 

Cross-border supply seemed technically not feasible for some countries
at the time of conclusion of the GATS negotiations, but rapid development in
technology is bringing many changes and hopes for the future of telemedicine.
Due to the nature of new technologies, it would be difficult to imagine that
individual countries would impose restrictions on this type of trade, but issues
of standards, liability and recognition of qualifications would have a limiting
effect on its further development.

Consumption abroad plays a significant role in health services, which is
characteristic of very few  services sectors. When foreign patients come to
receive treatment, which equals export of services for the medical-care providing
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country, it is mostly viewed favourably in this country, unless these services are
subsidized or nationals find themselves at a disadvantage in a dual system. If
these issues begin to place increasing pressure on public finances or on the
public health care system in general, changes in internal rules, regulations and
policies might improve the functioning of the health care system.  The
development of specialized tourism related to health care holds great promise for
a number of developing countries.  Lack of portability of insurance will probably
remain the only effective formal barrier to trade through this mode of supply. 

Commercial presence or establishment, when foreign investors acquire
or establish a medical treatment facility, the supply of services through the
medical establishment amounts to import of medical services.  Most countries
are interested in attracting foreign investment but, owing to the inherent social
nature of the health services, investment in medical facilities is often subject to
supplementary regulations and requirements in addition to those laid down in the
national laws on investment.  These measures would be of primary interest
during the multilateral negotiations, and would eventually be included in the
schedules of specific commitments, either partially or in full.  

 Movement of natural persons, i.e. movement of medical professionals, is
rather limited at present, since migration laws lack sufficient flexibility to allow
for trade-related temporary entry of natural persons.  Trade in health services
through this mode of supply is further complicated by the lack of recognition of
qualifications and experience.  Since these limitations are not restricted only to
the medical professionals, they are included in the horizontal commitments.
Further liberalization of trade in this area could call for a new approach to
negotiations on the movement of natural persons in general, and development
of the overall multilateral framework agreement for the temporary movement of
natural persons.

Types of commitments

 Particular terminology has been adopted in the GATS schedules of
specific commitments. Commitments are made with respect to each mode of
supply and fall into the categories described below.  
 

Full commitments:  imply no discriminatory restrictions to market access
and full national treatment of the foreign services and service providers. This is
the ideal maximum that trade liberalization can aim to achieve, i.e. inclusion of
the word ‘none’ next to every mode of supply in the schedule of specific
commitments.  To a large extent this has been achieved for the selected modes
and services sectors.  However, the relative significance of the modes of supply
varies depending on the type of services sector. Information provided in the
health services regarding the establishment of firms and health professionals is
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 No preferential trade agreements deal explicitly with health-related services, except7

the measures adopted by the European Commission. 
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the most pertinent in improving transparency in the trade regime since these are
the principal ways of trade in health services.

No commitment:  modes are left out of schedules and no information is
provided.  Equally, countries  can opt to include all modes of supply in the
schedule of commitments, but still provide no information by stating that the
mode remains ‘unbound’. In this case, countries remain free to introduce any
new measures regulating foreign service provision in the relevant segment of the
domestic market. In the next round of negotiations, inclusion of any information,
including for transparency purposes, will improve these commitments
qualitatively. 

Partial commitments: information is provided, implying that the mode in
a sector is ‘bound’. When commitments are ‘bound’ in this way, measures listed
will not become more restrictive in the future. Often the information provided
is not exhaustive but would already improve the transparency of the trade regime
and could serve as a benchmark for future liberalization. 

Statistics on trade in services

Statistical data does not allow measurement of the volume of trade
through each of these modes .  Selected statistical data would be indispensable,6

however, in preparation for future negotiations on services and would serve in
identifying own country needs. Furthermore, in the review of the economic
integration agreements in accordance with GATS Article V, countries are
required to demonstrate the substantial sectoral coverage of such liberalizing
agreements, which should be measured in terms of volume of trade and modes
of supply .  Additional requirements for  national services trade statistics arise7

during the Trade Policy Review exercise and in the event of modification of the
schedule of commitments. 

To further the establishment of relevant national databases on trade in
services, the conduct of regular surveys could initially bridge the gap between
the needs of the trade negotiators and the statistics that are currently available.
Such surveys, in addition to obtaining the relevant statistical data on trends and
patterns of trade, may seek to obtain facts on the main problems faced by private
operators in their services export markets.
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 So-called Article II (MFN) Exemptions, attached to the schedules of specific8

commitments. In principle, no extension of the MFN exemptions to include health services would
be possible in the future.

 Costa Rica, Cyprus, Dominican Republic, Honduras, Turkey, Venezuela.9

 GATS provides for the renegotiation of the schedule of commitments and withdrawal10

of commitments; however, no precedents in this respect have occurred so far.
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Some relevant provisions in GATS

The key concept in GATS is most favoured nation (MFN) treatment
which implies that the trade measures defined in the schedule of specific
commitments apply to all WTO Members, unless specific exemptions to this
provision were made in the individual country schedule . A total of six8

countries  made MFN exemptions with respect to professional services, thus9

covering the services of medical doctors, nurses and paramedical personnel,
while two of them noted health professionals specifically. MFN exemption
would imply that better treatment would be accorded to service operators of all
or selected countries based on the following criteria: reciprocity requirement,
when treatment of foreign health professionals would correspond to that received
by national health professionals in those countries; and bilateral agreements
defining the medical services provision and limiting it to the countries which are
parties to the agreement.  

The other single most important discipline that could have a tremendous
positive impact on growth in trade in services is the requirement of transparency
in the trade regime.  However, developing countries, particularly those which are
only introducing the necessary legislation on services, would have a significantly
simpler, and thus more transparent, regime than those, usually developed
countries, which have a comprehensive and complex services trade regime
already in place. Other things being equal, those two types of country would
have different conditions for market access.

Another important obligation for the GATS signatories is to achieve
objectivity and impartiality in the regulatory environment for services.  Laws and
other legislative measures should not favour domestically supplied services and
would need to be amended if this requirement is not met, unless it is explicitly
included in the specific commitments.  If the provision of health services is
formally limited to a small number of suppliers or is supplied exclusively by
one, a government, for example, or if subsidies are used as part of health care
provision,  there is no requirement in GATS to change the type of system.  The
major condition is not to establish exclusive service providers or any other new
measures, formally or in effect restricting trade in health services,  for those
aspects where GATS commitments have been undertaken .  10
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Recognition between the United States and the European Union.
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Key issues for the facilitation of trade in professional health services
would be the development of multilaterally agreed criteria for the recognition of
qualifications.  Work could proceed in this direction at the regional level, or be
promoted by the international professional associations, as in accountancy
services.  Since establishment of multilateral standards is a long-term objective,
GATS stipulates that at present any agreement on mutual recognition of
qualifications  should be open-ended for accession by any other interested WTO11

Member.
A total of 59 countries, that is, close to half WTO Member countries, have

included one or more aspects of health services in their GATS schedules of
specific commitments.  Regional distribution of the commitments is shown in
the table 1 below.
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 The classification follows that adopted in GATS. 12

 Commitments of the European Communities are counted as 12 or less depending on13

the number of member countries that have undertaken commitments under the relevant modes
of supply. In this table EU commitments are counted as 12, except that no commitments were
scheduled for ‘other’ services. 

 This does not contradict the letter of GATS, since the GATS classification itself has14

no official status.
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Table 1.  Distribution of commitments by region

Service sector Total Africa Asia Eastern12 Developed Latin
countries  America13

Central,

Europe

Medical and 48 17 10 9 6 6
dental
 services

Services
provided by
midwives,
nurses, 23 15 5 2 0 1
physiotherapists
and paramedical
personnel

Hospital 37 15 4 10 5 3
services

Other human 10 2 3 2 1 2
health
 services

Before turning to the analysis of specific commitments on health services,
it is worth mentioning here that the commitments made under insurance services
could be particularly important in negotiating trade liberalization in health
services, since the lack of portability of insurance could substantially impair
trade in health services. In some ways, the commitments providing access to
telecommunication  networks could either facilitate or preclude cross-border
trade in health services.
 

III  SERVICES PROVIDED BY MEDICAL PROFESSIONALS:
ANALYSIS OF  COMMITMENTS

A summary of commitments in the relevant sectors provided in the
following tables demonstrates vividly the present state of play. For reasons of
simplicity, tables do not show that three countries have made more limited
commitments regarding doctors’ services and two regarding other medical
professionals, by specifying in greater detail the definition of the services
sector .  Scope of commitments in terms of the number of countries that have14
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included these two categories of professional services in their schedules of
specific commitments is quite limited and future negotiations would seek to
expand this number.  Very few countries have made commitments on services
provided by medical personnel other than medical or dental doctors. Even those
developing countries that have well-established comparative advantage in their
export of nursing services, or those developed countries that de facto have a
liberal regime for import of medical services, have not made any commitments
under those two categories of medical services. This could be attributed partly
to the fact that in many countries medical services are not supplied and
consumed as part of market-based services. In addition, this particular type of
service is very closely linked to the movement of natural persons and could have
raised concern among others on this score. Even investment in this area of trade
is closely linked to some type of movement of professionals providing services.
  
Cross-border trade

  A somewhat lesser degree of openness in commitments is apparent for
cross-border trade when compared to consumption abroad. Uncertainty and
difficulty in defining what would fall under this type of trade might have been
a contributing factor to the more cautious approach. Technical advances will
definitely open the debate on liberalizing trade through this mode of supply. At
present, an important part of cross-border trade is intrafirm trade via
teleprocesses. They include consultations, pre- and postsurgery follow up,
certain medical testing performed abroad, etc. Note that cross-border trade often
follows the establishment of foreign affiliates since companies develop contacts
through them

Table 2.  Cross-border trade

Service sector Market access National treatment

Unbound None Measures Unbound None

Medical and 1 no portability
dental services of insurance

20 16 24 13

Services
provided by
midwives,
nurses, 5 6 5 7
physiotherapists
and paramedical
personnel

1 no portability
of insurance

 
Consumption abroad

 Basically, consumption abroad has been fully liberalized.  The expected
increase in trade through the movement of consumers to purchase medical
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services abroad for the countries that have made commitments already would not
come from the more open or transparent trade regime but through other changes,
such as in domestic social and cultural factors, new domestic and foreign
business practices, including marketing, etc.  Other most significant measures
limiting the purchase of health services abroad would be portability of insurance
which could be addressed, if necessary, in the context of negotiations on health
insurance services. 
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Table 3.  Consumption abroad

Service Market access National treatment
sector

Unbound None Measures Unbound None

Medical and portability 1 no portability of
dental services of insurance

2 4 33

34 (1 no

insurance)

Services
provided by
midwives,
nurses, 1 no portability of
physiotherapists insurance
and
paramedical
personnel

0.00 11 0.00 12

Commercial presence

The status of commitments concerning commercial presence would show
if foreign service providers could supply services to the local market through
establishment of facilities.  Free trade would mean that medical professionals
would be able to open a medical or dental clinic, or an office abroad.  However,
actually to practice the profession themselves, not considering the separate issue
of whether employment of local staff is permitted, their medical credentials
would have to be recognized.  Different procedures may involve licensing or
registration, the requirement of membership of professional associations, or
other requirements. These measures do not constitute a barrier to market access
per se, if applied in a nondiscriminatory manner, mandated under the GATS in
domestic regulation. However, effectively they could restrict services trade
partially or totally.  Trade through establishment of facilities in medical
professional services is closely linked to the movement of natural persons.  Thus
commitments would not really be trade enhancing if corresponding market
opening and national treatment were not provided with respect to both
establishment and movement of service providers. 

Countries have devoted most of their efforts to scheduling their
commitments against the commercial presence mode, since the main flow of
international service trade concerning medical professionals would be expected
to take this form.  More commitments  are of a partial nature, providing
information only with respect to selected aspects of market access.  The
difference is more pronounced in the more cautious treatment of foreign service
providers under market access as compared to their national treatment.
Willingness to provide more equitable treatment for those foreign service
providers already established in the market is expressed in the higher share of
full commitments to nondiscrimination under national treatment, i.e. ‘none’ of
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 The economic needs requirement poses a major barrier to trade, since it leaves space15

for discretion in regulating market access, based on the subjectively defined criteria, which in
turn could be quantitative or qualitative.
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the discriminating measures applied. Having less experience in services trade
and being ‘under the veil of ignorance’ with respect to the consequences on their
economic development and national capacity building, most countries were
relatively careful in undertaking liberal commitments in market access.  

Table 4.  Commercial presence 

Service sector Market access National treatment

Total Unbound None Measures Total Unbound None Measures

Medical and 43 4 18 21 48 5 37 6
dental services

Services
provided by
midwives,
nurses,
physiotherapists
and
paramedical
personnel

22 0 8 14 23 0 22 1

Only one case had an explicit reference to the law governing market
access and national treatment. In this respect, no precise inference could be
made as to the actual trade regime in this particular service sector.  The
conditions listed under market access most frequently require foreign medical
professionals to provide services as natural persons, i.e. relate to conditions
defined in the mode of movement of natural persons, which is discussed below.
Often conditionality to provide medical services as natural persons is followed
by the requirement of authorization by the relevant health authority, which
according to the letter of GATS, is the domain of domestic regulation.  The same
applies for the licensing, registration or need-to-pass examination conditions,
and membership of professional associations.  The justification for inclusion of
these conditions under market access would suggest their application in a trade-
restrictive manner. If, however, this is not the case, their inclusion provides
additional transparency as to the procedures which exist in the country. The
economic needs test  included in the five market access commitments for15

medical and dental doctors could be interpreted as a limitation on the total
number of natural persons who may provide medical services.  Due to its
discretionary nature, the economic needs test is one of the most trade-distorting
measures, since it means that market access can be declined or granted, provided
that certain conditions are met, as determined by the designated authority. 
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 As discussed under the ‘Scope of Health Services’, government services fall outside16

the scope of  GATS.

 Gats Article VIII deals with this aspect and emphasizes the necessity to limit the17

abuse of monopoly power of such suppliers outside their monopoly rights.

 When there is not a requirement to pass language examinations, foreign medical18

professionals could hire interpreters and thus comply with the language requirement. 
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Few countries included pharmacy services in their schedules of
commitments under the medical services other than doctors. This is not clearly
apparent from the classification adopted in GATS or the UN CPC, but is not in
contradiction to the spirit of these classifications, as discussed earlier. This set
of commitments indicated the existing monopoly for pharmacies and the
economic needs test for market access, providing information about the criteria
for its application.  

GATS does not impose any restrictions on the type of ownership , but16

monopoly or exclusive service providers have to be included in the schedule of
specific commitments, if such is the domestic market structure in those sectors
where commitments are being undertaken .  Subsidy is not yet strictly defined17

in GATS, although one distinction has been made in regard to access to
subsidies for private practitioners. This suggests that the subsidization aspect is
particularly important in medical services access and has strong social
implications.  However, this is an aspect that is more appropriate for
consideration under the national treatment regime.  

When requirement of permanent residency or nationality is listed it
implies that no trade in services is allowed, since it contradicts the notion of
temporary movement of service providers and equates it with their permanent
establishment in the country. In a few cases limited practice has been allowed,
and also a distinction has been made between the public health-care system and
privately provided health services.  These aspects seem to be more in the nature
of national treatment.  The reference to hospital services in a few of the
commitments requiring joint venture, limited capital participation or partnership,
should cover services provided by outpatient clinics, medical practitioner’s
cabinets or offices, clinics attached to firms, schools, etc., but not traditional
hospital services, classified in a different category.

Movement of natural persons

A few measures included in the conditionality for national treatment
were limited to the requirement of the knowledge  of the local language,18

employment of local staff, restricted access to private practice, and necessary
additional training.  A limited notion of the recognition of foreign competence
has found some scope in a couple of commitments, signifying the importance of
developing internationally comparable professional standards or advancing their
mutual recognition for promoting trade in services.



 Butkeviciene and Diaz

  Countries have left their commitments largely unbound for market access and many19

for national treatment; however, in addition some have provided complementary information
which would be included in the ‘measures’ column.

148

However relevant facilitation of travel of medical professionals abroad
may seem for the development of trade in medical services, this mode has not
received equally prominent treatment in the schedules of commitments.  General
limitations to entry and definition of categories of persons admitted to WTO
Member countries are listed under the cross-sectional commitments not
discussed in the present paper; however, specific information regarding medical
professionals was expected to be provided under these schedules.  With regard
to medical professionals, no exact information is provided concerning the
conditions under which they could be admitted to provide their services.
Limited information on the sector-specific procedures was included along with
noncommitting statements of ‘unbound’ by a number of countries on the last
mode of trade in services. This supplementary information was open to
discussion, bearing in mind that no serious liberalization regarding the entry of
medical personnel has been achieved so far. 

Table 5.  Movement of natural persons19

Service sector Market access National treatment

Total Unbound None Measures Total Unbound None Measures

Medical and
dental services

41 32 1 11 48 39 5 11

Services
provided by
midwives,
nurses,
physiotherapist
s and
paramedical
personnel

23 23 0 8 23 21 2 7

The majority of commitments imply that no trade is possible through this
mode since the precondition included in the commitments was that of nationality
or residency. Other measures included permit, authorization, registration, or
membership of professional associations, i.e. similar to the measures in the
commercial presence mode. These measures should be interpreted as
discriminatory, since otherwise they would pertain to the domain of domestic
regulation which is outside the scope of specific commitments.  It should be
noted, however, that one commitment registered fully open market access and
granted full national treatment to medical professionals. 
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IV OTHER COMMITMENTS IN HEALTH SERVICES, INCLUDING
HOSPITAL SERVICES

Commitments on health services in this category cover medical services
provided for inpatients in hospitals of various types, including rehabilitation
services.  Other human health services refer to ambulance services, residential
health services facilities without the presence of a doctor and medical
laboratories, but the list is not finite.  The way these services are defined,
commitments made in this sector are particularly relevant for trade through the
commercial presence and establishment mode.  

Distribution of the commitments under cross-border trade scarcely
provides an insight for interpretation.  However, as mentioned in one
commitment, lack of technical feasibility could have been the main reason at the
time.  Further development and application of telemedicine and teleprocesses in
general are bringing more content to the commitments in this mode of supply.
The general interpretation, though, implies that medical services, provided as
telemedicine consultations, testing or other relevant distance procedures,
including analysis, when the patient is in hospital, fall within this category of
trade in services.  The difference from the preceding discussion on trade in
professional medical services is that here all services are provided while the
patient is in the hospital,  as opposed to the outpatient treatment of the earlier
cases. In addition, hospital management consulting, testing of contamination
levels in the hospital, etc. which are supplied from abroad via regular or
electronic/telecommunication means are also subject to commitments under this
mode of supply.
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Table 6.  Other commitments: cross-border trade

Service Market access National treatment
 sector

Unbound None Unbound None

Hospital services 16 10 13 13

Other human health
services

6 4 5 5

As in the earlier discussion on consumption abroad, countries do not
consider it feasible to control the movement of their nationals for hospital care
or other like services abroad.  The most effective limitation  that is applicable de
facto to the majority of potential health services consumers is the limitation on
the reimbursement of their expenditure for the care obtained abroad. Thus the
services purchased abroad would most probably be those that do not fall under
insurance coverage in any case.  The question of legal responsibility and
recognition of certification of the medical establishments providing health-care
abroad must be addressed before discussion on the portability of insurance can
advance. These aspects are receiving increased consideration with the growing
importance of telemedicine services, but so far, in the national context.  

Table 7.  Other commitments: consumption abroad

Service Market access National treatment
sector

Unbound None Measures Unbound None Measures

Hospital
services

2 22 portability of 2 21 portability of
2 no 3 no

insurance insurance

Other
human
health
services

1 9 0.00 1 9 0.00

Commercial presence in the form of establishment of hospitals abroad
is the most relevant mode to trade in these services.  It is worth mentioning that
hospital management services are not explicitly included in the classification
definition, but play an important part in providing for a well functioning health-
care facility abroad. Under market access, a third, i.e. 11 commitments, have
reserved the right to apply the economic needs test for granting access to the new
service providers.  This  test is based either on qualitative criteria such as the
needs of the population, or a quantitative criterion such as the maximum number
of beds in relation to the population or distance between hospitals. The
possibility of resorting to these discretionary measures would not encourage or
help to attract investment into this sector.  
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Only two cases have clear indications as to the laws and regulations which
govern market access conditions.  Other measures included are limiting the size
of the foreign capital participation to varying levels of 30 per cent, 49 per cent,
and 51 per cent of the ceiling, although some do not impose any limitations on
its participation.  Another type of market access measure requires foreign
participation as a special legal entity, a requirement to meet the minimum size,
or as a joint venture.  The only ceiling of 49  per cent for foreign capital
participation is included in respect of market access for the other medical
services. The requirement to establish control of the hospital by nationals would
more probably qualify as a limitation in national  treatment, while authorization,
permission, certification or licensing included under market access should again
be interpreted as discriminatory measures, or, alternatively, as measures of
domestic regulation included here probably for transparency purposes. National
treatment is granted for foreign capital participation  almost in full, with two
references made to possible exclusion from  subsidization, including for
consumers of their services.
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Table 8.  Other commitments: commercial presence

Service Market access National treatment
sector

Total Unbound None Measures Total Unbound None Measures

Hospital 32 3 12 19 37 4 31 4
services

Other 10 0 9 1 10 1 9 0
human
health
services

Though hardly any liberalization has been achieved for the movement of
natural persons, few commitments to full market access and national treatment
were made anyway, as indicated in the column ‘none’ in the table above.  Some
additional requirements were, however, indicated that would be applicable for
those willing to provide services to patients in hospitals.  For management,
authorization was necessary in one case; for all other professions, permit,
nationality, permanent residency, registration and certification were needed, all
of which are likely to be measures of a discriminatory nature with respect to
foreign service providers.  Again, the nationality and permanent residency
constraint is trade precluding and contrary to the temporary nature of the
movement of the services providers.  

Table 9.  Other commitments: movement of natural persons

Service Market access National treatment
sector

Total Unbound None Measures Total Unbound None Measures

Hospital 37 22 2 7 37 31 7 0
services

Other 10 10 0 1 10 10 0 1
human
health
services

In table 9 above, it should be noted that countries have left their
commitments largely unbound for market access and for national treatment;
however some have provided complementary information which would be
included in the ‘measures’ column.

In comparison with other modes of supply, movement of services
providers as natural persons did not make sufficient improvement in market
access or national treatment in the health services sector.  To a large extent,
specific commitments with respect to the movement of natural persons have
provided very limited information, even with respect to the minimum
requirements that foreign natural persons would face in order to be considered
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for obtaining market access. When statistical information regarding the modes
of supply becomes available on a wider basis, negotiations will be able to
address market access better and seek answers on how this trade takes place.
Since such data will not be to hand for a long time to come, other approaches to
the negotiation of commitments on movement of persons may be considered.
The outcome of negotiations is the sum of rights and obligations; national
service providers might gain better market access in some areas, in others,
domestic market access would have to be extended to foreign services and
service providers. In seeking to obtain better market access for the movement of
natural persons in health services, negotiations within one service area may be
difficult to pursue, and it would be better to consider a balanced approach in
negotiating a number of sectors.

V CONCLUSIONS 

The challenge for developing countries in future negotiations is to obtain
gains in those areas where they have a comparative export advantage.  The
UNCTAD expert meeting on trade in health services recognized the importance
of a number of issues for a positive negotiating agenda for developing countries.
In this connection, public health authorities have to increase their awareness of
the following key aspects of trade in health services at multilateral and other
negotiating fora:  

C solving of issues pertaining to the portability of health insurance would
improve the available options of medical care to consumers worldwide, and
would minimize to a certain degree overall costs of insurance.  Development of
telemedicine services, which enables prediagnosis and postsurgical follow-up
to be performed, would further facilitate movement of consumers;

C negotiations in other services sectors, particularly commitments on cross-
industry measures, must be taken into account, since they may offset or even
nullify existing commitments in health services;

C limited liberalization has been achieved so far for the movement of suppliers
of medical services. Without significant commitments in the movement of
natural persons, anything included under the commitments of professional
medical services would be of limited value. More attention could be devoted to
establishing the link between commercial presence and the movement of service
providers, since the two modes of supply are closely interdependent in the health
sector. Additional issues come to mind in this respect, including the recognition
of qualifications;

C aspects of the recognition of qualifications (GATS, Article VII) and of
domestic regulation through issuance of licences (GATS, Article VIII) go
beyond the specific commitments on trade in health services. Their implications,
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however, are far reaching.  If services suppliers are unable to meet the
established national requirements, foreign market access will be closed to them.
On the other hand, if countries wishing to import specialized medical services
do not provide for the recognition of qualifications of their providers, they will
create unnecessary barriers. Development of comparable legislation to facilitate
the process of international recognition of qualifications of  national medical
personnel would create the basis for future export opportunities; 

C GATS (Article V) provides an opportunity to benefit from advanced
liberalization of regional services trade, which is particularly important for
developing countries. For example, Egypt has become an important medical
service provider in the Middle East; Cuba has established medical centres and
is building new links with countries in Latin America; ethnic affinity is driving
the movement of patients in Asia.  Harmonization of qualifications and of other
standards, as well as the removal of trade barriers in all modes of supply, would
be achieved more easily at the regional level.  The experience accumulated in all
developing regions supports inclusion of trade in health services in the regional
trade agreements;

C developing countries may seek flexibility in their commitments through better
use of the provisions contained in GATS Article IV. This approach would best
secure attainment of their development objectives and gradually increasing
participation in international trade. 

Health services have two important dimensions - the immediate function of
delivering health care to the population, while contributing to economic
development.   The latter implies that the health economy does not have to be
considered as only a burden on the public finance, but could become a net
contributor, without compromising the primary objectives of health-care
provision. Effective domestic policy would also have to take into consideration
the multiplicity of issues discussed, not only at multilateral, but also at regional
and bilateral negotiations:

C integration agreements, including the European Union, NAFTA,
MERCOSUR and ASEAN, cover trade in services.  Usually they are constructed
on the GATS framework, but go further in terms of depth and scope of coverage.
Developing countries in particular could benefit from integration agreements,
including the creation of free trade areas;

C negotiations on removing trade barriers in services could proceed faster and
more easily in integrated groups, where individual country interests could be
taken more into consideration.  Furthermore, stringent time limits could be set
for the liberalization of commercial presence linked to facilitation of the
movement of health service providers in the area covered by the agreement;
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C a compromise solution could perhaps be found in the regional setting for
such issues as portability of insurance.  The experience of the European Union
in this respect could well be taken into account;

C where regional trade arrangements include small-size economies, creation of
a regional health-care infrastructure could increase overall efficiency.
Establishment of regional specialty hospitals could improve the variety of
available medical services regionally, while reducing overall costs.  Creation of
regional pension funds could play a similar role.

The new issues need a new trade policy regime that would also cover
trade in health services.  Balancing these goals is a challenge for domestic
policy-makers, who have to search for innovative approaches which, at the same
time, could build upon the export capacity of their national health-care systems.


