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Foreword
By providing its Member States a legal and institutional foundation, with regard to the multilateral
trading system, the World Trade Organization (WTO) has facilitated a rapid expansion of international
trade in goods and services. Various health issues might arise from WTO Agreements, and also from
regional and bilateral trade agreements. There is a need for a clear understanding of the relevant
agreements and the way they may influence health and health policies. In recent years, considerable
attention has been focused on the implications of globalization, especially trade liberalization, on
the health systems and the wide range of opportunities available and the challenges posed for
public health. Strong linkages need to be developed urgently between the health and trade sectors
to ensure that health priorities are adequately taken into account by trade agreements under
negotiation.

National policy decisions should be based on a sound analysis of options and should promote
coherence between national health and trade policies through multisectoral cooperation. A national-
level coordination mechanism can promote collaboration between various ministries like health,
law, science and technology, industry and commerce, and also civil society. Greater coherence
between trade and health policies will minimize possible conflicts between trade and health, and
maximize their mutual benefits. Such policy synergies can advance the common goal of sustainable
human development. Systematic studies on health or health system impact of trade agreements
should be carried out, and working groups and workshops convened to address health and trade
issues for this purpose.

At the Inter-regional Workshop on Trade and Health, organized by the WHO Regional Office
for South-East Asia, in New Delhi on 12 and 13 October 2004, senior officials from the health and
trade ministries from selected Member States in the Eastern Mediterranean, South-East Asia and
Western Pacific regions exchanged views on trade, trade agreements and public health. They shared
experiences on the Accession to WTO and on the WTO Agreements relating to Trade-Related
Intellectual Property Rights (TRIPS), Application of Sanitary and Phytosanitary Measures (SPS), and
General Agreement on Trade in Services (GATS).

The deliberations helped the participants better understand the ways these agreements may
influence health and health policies, the linkages between trade and health policies, the capacity-
building needs for knowledge generation and research on issues concerning trade and health, and
the importance of organizational changes, including cross-linkages, for policy coherence. The present
publication, with updated versions of various presentations made at the Workshop, is aimed at
disseminating the information to a wider audience and help in promoting greater awareness of
trade and health policies among policy makers and practitioners in the trade and health sectors.

The World Health Organization has catalysed analysis and dissemination of the results of various
studies on health policy implications - both positive and negative - of multilateral trade agreements.
A proper understanding of these implications will help Member States identify ways to formulate
effective legislation, ensure national policy coherence and harmonize regional policy initiatives in
order to ensure a balance between health and trade interests in international and regional trade
negotiations. WHO will continue to assist Member States in strengthening their national capacities
to address trade-related health issues and implement trade agreements in a manner that would
promote and protect public health.

Samlee Plianbangchang, M.D., Dr.P.H.
Regional Director
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Dr Abdul Sattar Yoosuf
Director, Department of Sustainable Development and

Healthy Environments, WHO/SEARO

Overview

The expansion of international trade and the growing importance of multilateral and bilateral trade
agreements present a wide range of opportunities and challenges for public health. Successive
rounds of trade negotiations held under the General Agreement on Tariffs and Trade (GATT) and,
since 1995, the World Trade Organization (WTO) have led to a substantial reduction of tariff levels
and standardization of trading practices across countries. Liberalization of trade has markedly
increased trade volumes and brought more and more countries into the world trading system. For
the public health community, trade has raced ahead of corresponding measures to protect health.
There is a need to promote a constructive dialogue at the national level and to base policies in
health and trade on sound evidence, so that countries could maximize the positive effects of trade
liberalization and minimize its negative impact. Meeting the demand for information about the
possible implications of international trade and trade agreements for health and health policy at the
national, regional and global levels, and ensuring an appropriate balance between the two policy
areas of health and trade pose difficult challenges.

Recognizing this need for greater interaction between policy-makers and practitioners in the
trade and health sectors for greater mutual awareness of trade and health policies and finding
common ground, WHO/SEARO organized an Interregional Workshop on Trade and Health on 12
and 13 October 2004 in New Delhi.1 This Workshop brought together senior officials from the
health and trade ministries from identified Member States in three regions of WHO Western Pacific
(Cambodia, Lao PDR, Samoa, Tonga, Vanuatu and Viet Nam), Eastern Mediterranean (Egypt, Syrian
Arab Republic, Morocco, Oman and Jordan) and South-East Asia (Bangladesh, Bhutan, the Maldives
and Nepal) for an exchange of views and experiences on trade, trade agreements and public health.
The delegates were guided by officers from WHO Headquarters (HQ) and its Regional Offices,
along with leading experts.

The overall objective was to facilitate understanding and dialogue among senior officials from
the health and trade sectors of selected Member States to ensure that health and trade move in
tandem for sustainable development that would benefit countries and people. The specific objectives
were:

(1) to provide a shared understanding of the process of accession to the WTO and learn about
the important issues from countries that had recently gone through this process;

(2) to study the WTO Agreements relating to Trade-Related Intellectual Property Rights (TRIPS),
Application of Sanitary and Phytosanitary Measures (SPS) and General Agreement on Trade
in Services (GATS), acquire a better understanding of issues underpinning them and the
way they may influence health and health policies, and allow for cross-comparability
across countries and across regions;

(3) to examine the linkages between trade and health policies to better understand and monitor
their effects, and build capacity in knowledge and skills for advising on trade and health
issues;
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(4) to identify the capacity-building needs for knowledge generation and research on issues
concerning trade and health, training in technical areas and the negotiation process,
understand the various organizational issues involved within the Ministry of Health and
among ministries, and develop a short-term plan for implementation; and

(5) to appreciate the importance of organizational changes, including cross-linkages, for policy
coherence and its impact on trade negotiations and decisions on national policy-making.

The Workshop was successful in creating awareness and understanding among senior officials
from the health and trade sectors of Member States of the process of accession to the WTO and the
important issues involved, the cross-linkages between trade and health policies, and the issues
concerning trade-related agreements and their impact on public health. A draft outline plan was
developed for capacity strengthening of each participating Member State to tackle trade and health
issues. A short-term action plan was developed and support required from WHO identified. Ways
of promoting dialogue between the trade and health sectors were also recommended.

A variety of papers and case studies were presented and deliberated upon during the Workshop.
To disseminate the information to a wider audience, the authors have prepared updated versions of
their presentations.

Accession to the World Trade Organization
Globalization and the consequent increased trade/investment flows, and enhancing and diversifying
commercial relations have encouraged countries to work towards accession to the WTO with its
multilateral rules and disciplines governing international trade. For many applicant governments,
membership to the WTO is a means to an end; a step in their quest for economic and sustainable
development. Membership provides a seat at the negotiating table/WTO bodies, and offers countries
an opportunity to liberalize trade and progressively improve their opportunities for market access
through trade negotiations. It also entails rights and obligations, including non-discrimination,
predictability and transparency. As on December 2005, the WTO had 149 Members accounting for
over 90% of global trade. Tonga was on track to be the 150th member of the WTO in 2006. A
further 29 countries in all stages of development were acceding and a few others considering accession
to the WTO. Health officials and policy-makers in acceding countries can be indirectly involved in
the WTO accession negotiations.

The TRIPS Agreement
The protection of intellectual property rights is a new feature of international trade law, which came
into force under the Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS)
adopted in 1994. The Agreement sets out minimum standards for protecting and enforcing patents,
trademarks and copyrights. In recent years, there has been increasing international concern over
access to drugs in the developing world, especially antiretrovirals (ARV) for HIV/AIDS treatment.
This issue gained international attention when the South African government sought to access cheaper
versions of patent-protected drugs, but was faced with strong opposition from the pharmaceutical
industry. The importance of public health priorities, and the existence of flexibility within TRIPS,
was eventually confirmed in the Doha Declaration on the TRIPS Agreement and Public Health
signed in 2001.2 It allows for ‘compulsory licensing’, which means that local manufacturers in poor
countries are allowed to make cheap versions of patented drugs during public health emergencies,
provided that they pay a royalty to the patent holder.

Trade in health services
The General Agreement on Trade in Services (GATS) is another expanded area of trade law. Services
are the fastest-growing segment of the world economy, providing more than 60% of global output



Compilation of Presentations made at the Inter-regional Workshop 3

and employment. Advances in communications technology, including the rise of e-commerce, and
regulatory changes have made it easier to deliver services across borders. While GATS would not
apply to public services due to a general exemption on the matter, health services, which are
contracted out to the nonprofit or for-profit sector, are likely to no longer be considered purely
’public’ and thus protected by the exclusion.3 Health sector reforms have changed the ways in
which publicly financed services including both medical care and related services are provided in
many countries, such as the extensive use of contracting out and managed competition. Recent
legal reviews of GATS confirm this concern, and describe how the Agreement would apply to any
health-related service supplied on a ‘commercial’ basis.4,5

Negotiations on trade in services, and full commitments in health services in GATS may have
important implications for the ways in which national health systems and policies are implemented.
While GATS may not directly limit the national health policy objectives, commitments under GATS
can influence the ability of governments to implement health policies and regulate commercial
service providers. This could apply particularly to efforts to introduce new regulations that restrict
market forces. GATS could effectively influence the scope of national health policy, even challenging
the capacity of governments to pursue health policies that prioritize universal access, cost containment
and quality control.

SPS Agreement
The WTO Agreement on SPS, a nontariff agreement, applies to any trade-related measure taken to
protect human life or health from specific risks arising from additives, contaminants, toxins, veterinary
drug and pesticide residues, or other disease-causing organisms in foods and beverages. It stresses
on the health and safety aspects and permits member countries to impose measures to protect the
health and safety of their population within certain rules. Where available scientific evidence is not
sufficient, the SPS Agreement permits the adoption of provisional measures. It is regarded as being
a strong instrument which will further the Codex’s goal of harmonizing food standards worldwide.6

For meeting the SPS requirements of various WTO member countries, access is required to the
norms and regulations laid down by them concerning specifications as well as methods of sampling,
inspection and testing.

Policy coherence
While trade and health policies could be made mutually supportive, they need greater coherence.
Policy coherence in key trade and health issues would minimize possible conflicts between trade
and health, and maximize their mutual benefits. Policy-makers/analysts should find the best way to
reduce incoherence. A wide variety of forums and opportunities are available for use by Member
States to achieve better coherence; the resulting synergy would contribute to more equitable and
efficient human and economic development. Leadership and cross-sectoral institutions could
contribute to effective coordination for achieving policy coherence.

Ministries of health should develop their capabilities, in terms of expertise and access, to provide
their colleagues in the trade and finance ministries with the best evidence on the potential impact of
trade and trade agreements on health outcomes, so that ongoing multilateral, regional or bilateral trade
negotiations may be properly informed. To ensure that the interests of trade and of health are appropriately
balanced, the ministers of health, trade, commerce and finance need to work together constructively.
Capacity must be developed at the national level to track and analyse the potential opportunities and
risks of trade and trade agreements for health sector performance and health outcomes.

Challenges for the health community
The continuing expansion in scale and scope of world trade poses a number of daunting challenges
for the health community. They must be armed with a better understanding of the potential health
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implications of various bilateral, regional and multilateral agreements regulating trade at present.
They must realize that ignoring health can lead to problems in the trade sphere. The outbreaks of
bovine spongiform encephalopathy (BSE) in Europe and North America and severe acute respiratory
syndrome (SARS) in Asia emphasized that trade can be severely disrupted if measures to protect
health are insufficient. The health community has to press for a much louder voice in the setting of
trade policy at the national and international levels. A balance between trade and health policies
can only be achieved if the health community is prepared to be far more vocal, and the trade policy
community is prepared to listen.

WHO should, in collaboration with competent international organizations, continue to provide
support to Member States to frame coherent trade and health policies, and to build capacity to
understand the implications of international trade and trade agreements for health. It should address
relevant issues through policies and legislation which take advantage of the potential opportunities
and mitigate the potential risks that trade and trade agreements may have for health. WHO should
support policy coherence between the trade and health sectors at the regional and global levels,
and foster the development of a global evidence base on the effects of international trade and trade
agreements on health. WHO can provide (i) guidance on international standards for health-related
goods and services, (ii) advice on potential implications of trade rules from a public health perspective,
(iii) tools and methodologies to assess the possible implications of trade and trade agreements on
public health, and (iv) information on best practices in trade negotiations that might affect health.

There is need for a more integrated approach that would encompass all trade and health-
related issues. Countries should establish specialized units within health ministries with overall
responsibility for this area. They should promote dialogue at the national level to consider the
interplay between international trade and health. Greater interaction is needed between policy-
makers and practitioners in the trade and health sectors to improve the coherence of domestic and
international policy so that advantage can be taken of the potential opportunities. At the same time,
potential risks that trade and trade agreements may have for health can be mitigated. In view of
current and emerging international trade rules, ministries of health need to become more aware of
trade issues under consideration within WTO and other international organizations, and help
colleagues in the ministries concerned with international trade to understand the relevant aspects
of public health at both the national and international levels. Such interaction requires research on
the potential implications of trade agreements on health, and of trade liberalization in health-
related sectors on health sector performance and health outcomes.

References
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Trade and Health: Perspectives and issues

Introduction
A globalized world presents new risks to health, as indicated by the rapid spread of HIV/AIDS or the
threat of bioterrorism. At the same time, it provides opportunities to prevent, treat and contain
disease. The linkage between public health and international trade is increasingly recognized as an
area of great significance for health. Since the establishment of the WTO in 1995, the considerable
implications of international trade law for public health and health care have come to the fore.
Human health has been recognized by the WTO as being ‘important in the highest degree’.

For developing countries, breaking the vicious circle of poverty and ill health is an essential
condition for economic development. Beyond its intrinsic value to individuals, health is also central
to overall human development and to the reduction of poverty. The fact that three of the eight
Millennium Development Goals (MDGs) are specific to health is evidence of the consensus on this
point across the international development community. These MDGs call for health improvements
by 2015, such as reducing child deaths, maternal mortality, and the spread of HIV/AIDS, malaria
and tuberculosis. The nations of the world have agreed that enjoying the highest attainable standard
of health is one of the fundamental rights of every human being without distinction of race, religion,
political belief and economic or social condition. Achieving better health for poor people requires
going well beyond the health sector to take action in related areas such as education, water and
sanitation. It also entails looking beyond national programmes to global policies with implications
for health, such as trade and the provision of global public goods.

Worldwide, trade in goods is increasing. All countries have the right to prevent the entry of
goods or products that pose a risk to health. International trade in food and food-related products
has increased to over US$ 400 billion in recent years, highlighting the need for adequate measures
to prevent food-borne diseases.

The rules and provisions of the WTO Agreements most relevant to health generally permit
countries to manage trade in goods and services in order to achieve their national health objectives,
as long as health measures respect basic trade principles such as non-discrimination. Even these
provisions may be waived if public health is threatened.

Health-related World Trade Agreements (WTAs)
There is a need for a clear understanding of the relevant WTO Agreements and the way they may
influence health and health policies. For trade and health policies to be mutually supportive, greater
coherence is needed. Addressing such concerns for policy coherence in key trade and health issues
would minimize possible conflicts between trade and health, and maximize their mutual benefits.
Some observers had voiced concern that WTO rules could constitute a threat to sound public
health policies. Greater interaction between policy-makers and practitioners in the trade and health
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sectors is needed for increased mutual awareness of trade and health policies and finding common
ground.

The TRIPS Agreement, and how it may affect the availability and affordability of medicines, is
an issue of concern that relates to both trade and health. This extremely important topic has been
debated in numerous forums, and has received considerable attention over the past few years, but
is not the only area where health and trade intersect. Trade agreements may also affect food standards.
The liberalization of trade in services may include health services; if so, it may have a profound
impact on the way health care is provided. Thus, it would impact on who has access to such care
and who does not.

The Doha Declaration on the TRIPS Agreement and Public Health, adopted at the Fourth
Ministerial Conference of the WTO, held at Doha, Qatar in November 2001, was a landmark
declaration both for international trade and international health. For the first time in the 50-year
history of GATT/WTO a declaration related to public health was adopted. The Declaration, while
defining the relationship of TRIPS with public health, stressed that TRIPS should be addressed as
part of the wider national and international initiatives taken to address global health problems. The
Doha Declaration provided the mandate to the WTO Council for TRIPS to find an expeditious
solution to the problem of countries, especially those which have insufficient or no manufacturing
capacity in the pharmaceutical sector, of making effective use of compulsory licensing. It decided
that the least developed countries (LDCs) will not be obliged to implement patent protection of
pharmaceutical products until 2016. WTO negotiations may lead to the elimination or reduction of
import duties on drugs, vaccines or other medical supplies, which may lower prices.

The TRIPS Agreement should enhance incentives for research and development (R&D) of new
drugs, but there is also concern that it may lead to drug price increases due to more stringent patent
protection. The issue of patent protection for pharmaceutical products poses a challenge a proper
balance must be found between two complementary public health goals – of ensuring affordable
access to existing drugs, and providing incentives for future inventions of new drugs.

In recent years, a rapidly growing international trade in services has received major global
attention. International trade in services currently accounts for 60% of global production and
employment. The value of cross-border trade in services in 1999 amounted to US$ 1350 billion
(about 20% of total cross-border trade). These services cover finance, transport, travel, tourism,
insurance and other technical and professional services, including those related to health.

As international trade in health services grows and diversifies, and as agreements concerning
trade in services expand to cover health care, developing countries require the capacity and assistance
to assess the benefits and risks, and the implications for the regulation of health systems. International
trade in health services under GATS includes the four modes, i.e. cross-border trade, consumption
abroad with movement of consumers, commercial presence with foreign direct investment and
movement of personnel providing services abroad

The Sanitary and Phytosanitary Measures (SPS) Agreement applies to any trade-related
measure taken to protect human life or health from specific risks arising from additives, contaminants,
toxins, veterinary drug and pesticide residues, or other disease-causing organisms in foods or
beverages. The Agreement clearly gives governments the right to restrict trade to achieve health
objectives, but the measures applied must be based on scientific evidence. Where available scientific
evidence is not sufficient, the SPS Agreement permits the adoption of provisional measures. In
order to benefit from trade liberalization, developing countries need to demonstrate that their
products meet the CODEX requirements.
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The revised International Health Regulations (IHR) (adopted by the World Health Assembly in
May 2005) aim to prevent the international spread of disease with minimum interference of world
traffic and trade. During the revision process, discussions focused on clarifying the different roles
played by WHO, WTO and FAO, under different agreements such as the IHR, SPS and technical
barriers to trade (TBT), and minimizing the effect of any conflict in the application of measures
under all Agreements.

Removing trade barriers to green technologies and to suppliers of environmental goods and
services can potentially benefit both the environment and health. However, trade in dangerous
materials, such as hazardous wastes and unsafe chemicals, may also increase environmental health
hazards. There are also several emerging issues, such as biotechnology, information technology, and
herbal medicines and traditional knowledge for treating illnesses. As the scope of biotechnology’s
application grew wider, the TRIPS Council debated whether some biotechnological innovations are
patentable.

Need for national action
The interface between health and trade is even more critical in a fast-changing and interconnected
world. The specific health policies that governments pursue might have implications for trade.
National policy-makers may need to take the Agreements into consideration when addressing specific
health areas such as infectious disease control, food safety, tobacco, environment, access to drugs,
health services, food security and nutrition, and emerging issues such as biotechnology. There is a
need for ’coherence’ in health and trade policy.

As is well recognized, health is a human right. Food, medicines and health services are public
goods. Social justice demands that nobody be deprived of these essential goods and services. Trade
agreements and trade liberalization can be supportive of public health goals and objectives. However,
it is not automatic. It is, therefore, important to have the necessary policy provisions to ensure that
national governments can steer and guide the health sector in the desired direction.

National policy decisions should be based on a sound analysis of options and trade-offs, in
order to promote policy coherence between national health and trade policies. Multisectoral
cooperation is also needed, for which a national-level coordination mechanism should be established.
This would ensure stronger coordination and cohesion among various ministries such as health, law,
science and technology, industry and commerce.

Trade and health have a common ground. Health and trade policy-makers can benefit from
closer cooperation to ensure cohesion between their different areas of responsibilities. Involvement
of representatives from the trade sector in discussions provides a valuable opportunity to learn from
them, to share health concerns and questions with them, and to establish or strengthen mechanisms
for dialogue. Their interest in the health sector is important, especially since, in many developing
countries, the health sector is relatively small, compared with trade/commerce. While negotiating,
it may be tempting for trade officials to ’trade health away’. It should always be kept in mind that
health is not a luxury, and healthcare is not a peripheral issue. Health is central to development.

The challenge for countries is to ensure that ongoing reforms in the health sector and international
trade liberalization are mutually supportive of each other. Senior and middle-level administrators in
the health, trade and legislative sectors need to be trained in and orientated to international
development and/or the implications of multilateral trade agreements (MTAs) for domestic policies
as well as the health, trade and other social sectors. Countries need to develop critical mass of
human resources through initiating or supporting international, regional and country training courses
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and workshops on the public health implications of the MTAs of WTO. Better education can thus be
organized for the lay public.

WHO’s role
WHO has played an advocacy role in international trade and health to help create awareness. It is
also engaged in setting up international norms and standards. Most Member States of WHO are also
members of WTO and they are encouraged to discuss areas of mutual interest to WHO and its
members with that of WTO agreements and their counterpart sectoral ministries such as trade,
commerce, law and industry. They need to install mechanisms to secure better coordination between
ministries responsible for trade and health to ensure that public health concerns are duly taken into
account. All WTO members (both full members and observers) would need to establish or strengthen
existing national coordinating mechanism(s) for appropriate harmonization of work between
concerned sectors.

WHO has worked with Member States and with the WTO Secretariat in examining and explaining
the various WTO agreements. It has supported studies on health or health system impact of trade
agreements, convened working groups and workshops to address health and trade issues, and
encouraged public health schools to include global agreements in their training programmes. The
documents that have been developed are tangible evidence of WHO’s efforts to make multilateral
trade agreements such as TRIPS, GATS and SPS more comprehensible to health professionals.

The 56th World Health Assembly (2003), by its resolution WHA 56.27, noted that the developed
countries represented nearly 90% of global pharmaceutical sales, whereas 90% of the 14 million
deaths occurring globally in developing countries were due to infectious diseases. The Assembly
expressed its concern about the insufficient R&D in so-called ‘emerging infectious diseases or
neglected diseases’ and ‘poverty-related diseases’. The Health Assembly also noted that R&D in the
pharmaceutical sector must address public health needs. It raised concerns about the current patent
protection system, especially regarding access to medicines in developing countries. The Health
Assembly recalled that, in accordance with the Doha Declaration, the TRIPS Agreement does not
and should not prevent Members from taking measures to protect public health and, in particular,
to promote access to medicines for all. It also noted that the TRIPS Agreement is flexible and, in
order to use it adequately, Member States need to adapt their national patent legislation.

In accordance with this resolution, the WHO Director-General established a Commission on
Intellectual Property Rights, Innovation and Public Health in February 2004. WHO is working closely
with national and regional training institutions to develop appropriate training programmes on
globalization, trade and health. WHO would facilitate and provide technical assistance to the special
committees/task forces or intersectoral committees established by countries to review and formulate
national policies related to globalization, trade, intellectual property rights (IPR) and health.

WHO will continue to work with WTO to help ensure that health is taken into account when
trade policies are framed, without prejudice to the role of legal and institutional mechanisms in
multilateral trading systems.

WHO, in collaboration with WTO and UN agencies such as UNDP, UNCTAD, UNICEF and
WIPO, could organize a series of national, regional and global activities aimed at strengthening
national capacities to implement trade agreements and other health-related conventions in a manner
that would promote and protect public health.

Regional and national centres of excellence on globalization, trade and health which would
specifically deal with research and training on multilateral trade agreements should be identified,
and their collaborative work should be further supported.
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For many governments, membership of the WTO is a means to an end, or a step in their quest for
economic and sustainable development. A major factor that has encouraged countries to work
towards accession to the WTO is globalization. The organization’s multilateral rules and disciplines
governing international trade are in keeping with an environment characterized by increased flows
of trade/investment and the diversification of commercial relations, all of which are fall-outs of
globalization. Membership not only provides a seat at the negotiating table/WTO bodies, but also
entails rights and obligations, including nondiscrimination, predictability and transparency. Further,
it offers countries a chance to liberalize trade and progressively improve their opportunities to
access the market through trade negotiations. As members, acceding governments can also avail
themselves of the WTO‘s dispute settlement mechanism.

Membership of the WTO and its predecessor, the GATT, has been growing steadily. When the
GATT was signed in 1947, there were just 23 contracting parties. By 1995, there were 128 GATT/
WTO members. With the accession of Saudi Arabia in December 2005, the WTO’s membership
rose to 149 countries, accounting for over 90% of global trade. Tonga is on track to become the
150th member in 2006. The Working Party recently concluded its work on the accession of Tonga,
the accession package of which has been forwarded for adoption at the WTO Ministerial Conference
in Hong Kong, SAR China.

A further 29 countries are in the process of acceding and a few others are considering the
prospect. These countries are at various stages of development and include least-developed countries
(LDCs), developing countries and transition economies. This bodes well for the future of the
multilateral trading system and the global economy. Currently, working parties are examining the
accession terms of Afghanistan, Algeria, Andorra, Azerbaijan, the Bahamas, Belarus, Bhutan, Bosnia
and Herzegovina, Cape Verde, Ethiopia, the Islamic Republic of Iran, Iraq, Kazakhstan, Lao PDR,
Lebanon, Libya, Montenegro, the Russian Federation, Sao Tome and Principe, Samoa, Serbia,
Seychelles, Sudan, Tajikistan, Ukraine, Uzbekistan, Vanuatu, Viet Nam and Yemen.

Health officials and policy-makers in acceding countries can be indirectly involved in the WTO
accession negotiations. This is not surprising as there is scope for coordination between officials in
the health sector and those dealing with trade. For example, conformity with WTO requirements in
the areas of SPS, TBT and TRIPS, which are often linked to public health, and exploring market
openings and specific commitments in heath-related services under GATS often entails some
intragovernmental coordination. The national experiences of countries which are in the process of
acceding or have recently acceded provide examples of some of the mechanisms and best practices
put in place to promote dialogue and interface between the trade and health sectors. National
coordination committees are one such mechanism.

Moving on to the mechanics of the accession process, membership of the WTO is open to any
State or separate customs territory that can accede on ’terms to be agreed’ upon between it and the

Mr Sajal Mathur
Economic Affairs Officer, Accessions Division,

World Trade Organization, Geneva

Overview of WTO accessions
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organization, as provided for in Article XII of the Marrakesh Agreement, by which the WTO was
established.

Although no guidance is given in the text of Article XII on the ’terms to be agreed’ upon in order
to accede, certain procedures have evolved on the basis of those followed during the negotiation of
these terms between existing WTO members and applicants. The process begins with a formal
request for accession by the government to the Director-General of the WTO. The General Council
then considers the application and establishes a working party. The latter, on the basis of a
memorandum presented by the acceding government, first conducts a factual examination of the
country’s trade regime and replies to questions from members. When the working party considers
it appropriate, it moves on from the fact-finding phase to that of negotiating the terms of accession.
The negotiations are carried out both on multilateral and bilateral tracks. They relate to three main
areas: adherence to WTO rules, market access to goods and market access to services. When the
terms have been agreed upon, the working party’s report, which includes a draft Decision and
Protocol of Accession, is forwarded to the General Council. The Protocol contains a single package
of agreed commitments on rules; concessions and commitments on goods; and specific commitments
on services. It sets out the terms on which the applicant has been invited to join the WTO. Once the
General Council adopts the report and approves the draft decision, the acceding government can
become a member within 30 days of ratifying and accepting its Protocol of Accession.

To date, 21 countries and/or separate customs territories have completed their accession
negotiations under Article XII of the Marrakesh Agreement. These are (in the chronological order of
membership): Ecuador, Bulgaria, Mongolia, Panama, Kyrgyz Republic, Latvia, Estonia, Jordan, Georgia,
Albania, Oman, Croatia, Lithuania, Moldova, China, Chinese Taipei, Former Yugoslav Republic of
Macedonia, Nepal, Cambodia and Saudi Arabia. Each accession has been finalized on its own
merit. Each concluded accession package is unique, accounting as it does for the specificities of the
applicant.

Negotiating for accession to the WTO under Article XII is a more complicated process than
seeking accession to the GATT, 1947. This is largely due to the larger scope and coverage of the
WTO agreements. Reforms are often required at the national level to bring domestic legislation in
conformity with the WTO agreements, and the pace of these reforms is often critical in determining
the progress of the accession negotiations. It is, therefore, not surprising that the interval between
the time of submission of the memorandum and the conclusion of the accession process has varied
widely, ranging from just under three years (Kyrgyz Republic) to over 15 years (China). The average
tariff bindings of the members which have acceded recently have also varied, in line with their
individual development, and financial and trade needs. They have ranged from 10.4% to 42.3% for
agricultural products and from 4.8% to 23.7% for nonagricultural products. Transitional arrangements
have been granted in certain accessions.

Some observers of the WTO accession process have pointed out that the negotiations can be
complex, lengthy and taxing on the applicants. Acceding governments also have to pay a considerable
cost, both in terms of finances and human resources. The scope and coverage of the WTO and its
agreements perhaps makes this inevitable. That said, much has been done to streamline and simplify
the process.

The WTO Doha Ministerial Declaration, in particular paragraphs 9 and 42, recognized the
importance of hastening the progress of the accessions dossier and concluding accessions. In particular,
priority attention was accorded to facilitating and accelerating the accession negotiations of the
LDCs.

The Guidelines for LDCs Accession, adopted by the General Council in December 2002, were
a benchmark in the efforts to simplify the accession process for LDCs. These guidelines cover four
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areas: (i) market access, (ii) WTO rules, (iii) process, and (iv) trade-related technical assistance and
capacity-building.

Following on from the Guidelines, the accession packages of Cambodia and Nepal were adopted
at the Cancun Ministerial Conference in 2003. These were the first two LDCs to accede to the WTO
under the Article XII procedures established in 1995. Currently, efforts are being made to speed up
other LDC accessions. Technical assistance has been stepped up for all acceding countries, in particular
LDCs, at all stages of the accession process. However, much more remains to be done in the light of
the special needs of these countries.

To sum up, the increase in the scope and coverage of the WTO and its agreements has increased
the complexity of the accession negotiations, particularly when compared to the procedures for
accession to the GATT. On the other hand, the process itself has evolved and become more structured
and transparent. However, there is always room for improvement. The challenge has been to balance
the special interests of the acceding governments with respect to the terms of entry and the systemic
interest of the members in maintaining the integrity of the multilateral trading system. It is expected
that the accession process will evolve in such a way as to allow new entrants to participate as full
and effective players in the multilateral trading system.
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Mr Damodar Regmi
WTO Division, Ministry of Industry,
Commerce and Supplies, Government of Nepal

Nepal’s experiences with WTO accession

A 14-year long effort led Nepal into the multilateral trading regime. To integrate Nepal’s economy
into the world trade mainstream, Nepal had initially applied for membership to the GATT in 1989.
After the transformation of GATT to the WTO, Nepal reapplied to the WTO in 1995. A working
party for its membership was formed under the chairmanship of Mr Roger Farrel. Nepal submitted
its Memorandum on Foreign Trade Regime in 1998. Following submission of this memorandum, a
few members of the WTO had asked 457 questions on Nepal’s foreign trading regime, rules,
regulations, procedures and institutional arrangements. Nepal clarified all the questions raised by
WTO members in 1999/2000. Three formal and three informal accession negotiations for Nepal’s
membership to the WTO were held in Geneva. The terms and conditions of Nepal’s membership
were finalized on 15 August 2003. The USA, Japan, the European Union (EU), Canada, New Zealand,
India, Australia, Norway, etc. participated in the meetings. The 5th WTO Ministerial meeting on 11
September 2003 at Cancun unanimously adopted Nepal’s membership proposal. The Nepalese
government submitted the acceptance document to the WTO Secretariat on 24 March 2004.
According to the WTO, Nepal became its member on 23 April 2004. Nepal is the 147th member of
the WTO and the first among the LDCs to enter into the WTO after its establishment.

Nepal’s liberalization process started from the mid-1980s. In the private sector-led development
policy, the government’s role is limited to facilitation only. Investor-friendly policies are in place in
Nepal.

Upon Nepal’s commitment on paper to make its trade-related rules compliant with WTO
agreements, a legislative action plan was prepared to adjust domestic regulations for consistency
with the WTO. Health-related laws included the Health Institution Operating Act, Pharmaceutical
Act and other legislations concerning the standard and the application of SPS measures. A coordination
mechanism has been developed in various ministries with regard to focal points of the WTO in
order to ensure best coordination with WTO activities. In the health sector, for instance, it is the
Department of Drug Administration. For SPS and TBT, the Department of Food Technology and
Quality Control and Nepal Bureau of Standard and Metrology are respectively identified as the
enquiry points. Areas identified as requiring technical assistance include SPS, TBT, TRIPS and customs
valuation because of limited government resources, lack of capacity, and the need to fulfil
commitments on time.

Nepal’s commitments include tariff binding on trade in goods and commitments in trade in
services. The bound tariff for agricultural goods is 52% and after a three-year transition period, it will
be 42%. For nonagricultural products, the bound tariff is 39% and will be 24% after a three-year
transitional period. Out of 155 service subsectors, Nepal has opened up more than 70. Nepal
encountered several difficulties during its long accession process. Initially, it had offered three
subsectors, but members requested the opening up of more service sectors. There was a one-way
traffic with a high demand from WTO members. Several accession negotiations posed financial and
technical problems for Nepal.
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Dr Nguyen Hoang Long
Vice Director, Planning and Finance Department,

Ministry of Health, Hanoi, Viet Nam

Viet Nam’s experiences with WTO accession

Since the start of its reform process in 1986, Viet Nam has made enormous progress in reforming
its trade and economic policies in general. The process of reforming trade policies began from
a regime of state-trading monopolies, but has been transformed into a market-oriented regime
amenable to the application of WTO disciplines. The process of reform has been successful in
greatly improving Viet Nam’s economic performance and in sharply reducing poverty. The
policy changes involved in its accession to the WTO will intensify the process of trade reform
through a wide-ranging series of changes in trade policies and domestic regulations. The trade
policy changes have impacted the structure of the economy and economic well-being.

Viet Nam had set forth directions for multilateralization and diversification of external
relations in 1986, as part of the renovation process (known as the doi moi process). Viet Nam
applied for WTO membership in January 1995. The working party on Viet Nam’s accession
organized eight sessions. Viet Nam responded to around 2000 questions from working party
members. It offered commitments to fully implement WTO agreements such as TRIPS,
Agreement on Trade-Related Investment Measures (TRIMs), the WTO Agreement on Customs
Valuation (CVA), TBT, Agreement on Import Licensing Procedure (ILP), etc. The sole exception
was the SPS agreement for which Viet Nam accepted to fulfil eight out of the 11 agreements
on accession and suggested a three-year transition period for the three remaining obligations
to be fulfilled. It was decided that subsidies in agricultural products, coffee export subsidies
and direct export subsidy would be removed upon accession. Other agricultural products
would be granted a three-year transition period. Industry subsidy would be removed when the
annual average income per capita reached US$ 1000.

Viet Nam has made action plans for implementing WTO agreements such as TBT, SPS,
CVA, TRIPS, etc. The WTO accession process has generated a great deal of activity on the legal
reform front in Viet Nam. Viet Nam has released the Legislation Programme to ensure policy
adjustment in a manner consistent with the requirements of the WTO. The Working Party’s
Draft Report on Viet Nam’s accession will be discussed from the 9th session. This marks the
final stage of negotiation on Viet Nam’s multilateral commitments upon accession.

Viet Nam’s accession process involves both multilateral and bilateral negotiations. Besides
outlining the nature of the foreign trade regime, Viet Nam has made a number of offers on a
multilateral basis. The fourth of these offers was made in April 2004, and subsequent negotiations
have been on a bilateral basis. Viet Nam has received negotiation requests from over 20 countries
including the USA, Canada, Japan, the European Union (EU) and Honduras. Some of these
negotiations-including bilateral ones with the EU-have been concluded. Viet Nam concluded
a bilateral agreement on its accession to the WTO with Cuba in September 2004. Once all the
bilateral negotiations have been completed, the concessions made by Viet Nam to any partner
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will be extended to all WTO members in preparation for the final schedule of concessions.
The current fourth multilateral offer is, thus, a lower bound on the degree of liberalization in
the final schedule.
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Applied Economics, Rabat Institutes, Rabat, Morocco

Assessing trade in health services in Morocco

Introduction
Morocco is facing the challenge of providing accessible, efficient, equitable and quality health
services to its population. Various indicators reveal that the public health sector is far from doing
well. The budget allocation for public health is very low by regional and international standards,
public spending on health is skewed towards the urban wealthy and there are serious gaps in
reproductive health facilities.

This paper examines the current state of trade in health services in Morocco, with the objective
of preparing the background for a policy debate on the potential role of such trade in helping the
country provide better health services to its people. The first part of the paper presents an overview of
the macroeconomic background and trade environment. The current state of Morocco’s health-care
sector forms the subject of the second part, which brings out the structural weaknesses that the system
continues to suffer from, despite the efforts made over the past five years. The third part presents a
case study aimed at analysing the needs of the Moroccan health sector, while the fourth focuses on
trade in health services under the four modes established within the GATS framework. It assesses the
magnitude of flows (if any) for each mode and examines the position of the country under GATS. The
regulatory regime governing trade flows under each mode is presented and analysed. Finally, the
paper examines the opportunities for and challenges of liberalizing trade under each mode.

Macroeconomic background
Morocco is a middle-income country, the per capita GDP of which was around US$ 1480 in 2003.
The average real GDP growth rate declined from roughly 6% during the period 1973–77 to less
than 3% during 1993–2000, while the GDP per capita growth decreased from 3.6% during 1973–
77 to less than 1% in the late1990s.

Agriculture plays a substantial role in the Moroccan economy, contributing 14%–20% of the
GDP. It absorbs a sizeable share (around 40%) of the total labour force and provides over 20% of the
exports earnings. In the early 1970s, Morocco decided to put special emphasis on the manufacturing
sector as a pillar of its development strategy. This sector’s contribution to the total GDP is around
18%. A national strategy was recently designed to promote the tourism industry, which is expected
to become a substantial source of growth and employment. Between 1995 and 2000, the number
of tourists rose by 4%. The strategy aims to attract 10 million foreign tourists by 2010, compared to
the current figure of less than 4 million.

Since the mid-1980s, Morocco has achieved significant progress in its attempts to effect a
transition from an over-regulated economy to a more market-oriented one. For example, the share
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of foreign trade in the GDP has increased substantially. This trend has been driven mainly by the
trade liberalization reforms implemented as a part of the Structural Adjustment Programme.

Coming to trade, the trade deficit rose from 10.2% of the GDP to 12.3% from 1995 to 2000.
However, due to remittances from Moroccan residents abroad, it has been possible to sustain a
trade balance deficit. In the year 2000, these remittances exceeded US$ 2 billion and formed
roughly 6.5% of the GDP. Tourism receipts also play a critical role in providing foreign exchange and
helping to alleviate the burden of debt service. These increased from US$ 2 billion in 2000 to over
US$ 3 billion by the end of 2003.

On the basis of the poverty headcount index, the incidence of poverty in Morocco rose from
13% in 1990–91 to 19% in 1998–99. This means that the total number of the poor increased from
3.36 million to 5.31 million.1 Poverty is widespread in the rural areas. In 1998–99, 27.2% of the
rural population could be categorized as poor, compared to 12% of the urban population.

The major challenge facing policy-makers is to improve socioeconomic conditions by fighting
poverty and creating a better climate for investment. While faster economic growth is a must, it
needs to be achieved within a stable macroeconomic framework.

Trade

Morocco’s policy is aimed at liberalizing foreign trade, promoting exports, and integrating the national
economy into the world economy. These objectives are explicitly stated in the Foreign Trade Law,
promulgated in 1992 to consolidate the trade liberalization policy initiated in 1983, and to adapt
Morocco’s legislation on international trade to the requirements of GATT.

Preferential treatment is granted for imports from countries that are members of regional or
bilateral trade agreements involving Morocco, on a reciprocal basis. These include agreements
among the United Maghreb Arab (UMA) countries and the members of the Arab Free-trade Area.
Some other examples are the Association Agreement with the EU, the Free-trade Agreement with
EFTA and bilateral free-trade agreements with countries in the region, such as Egypt, Jordan and
Tunisia. Morocco also grants such treatment under trade and tariff agreements and the Global
System of Trade Preferences (GSTP).

Foreign direct investment

The legal framework for investment is based on the Investment Charter (a law adopted in 1995),
and the decrees for its implementation. The Charter replaced all the (special) sectoral investment
regulations that existed previously, except those covering agriculture, the taxation regime of which
is subject to special legislation. The Charter accords equal treatment to nationals and foreigners. Its
objective is to promote private sector investment by improving the investment climate and providing
adequate incentives to potential entrepreneurs.

There has been a substantial increase in foreign direct investment (FDI) over the past decade.
On an average, the annual total amount of FDI did not exceed US$ 100 million in the 1980s, but
during the early 1990s, this figure rose to US$ 400 million. In 1997, it reached a peak of over US$
1 billion, but fell to roughly US$ 312 million soon after. From 2000 to 2001, FDI increased from
about US$ 500 million to almost US$ 3 billion. Traditionally, the banking sector and industry have
attracted the maximum FDI.

1 A person is considered poor if his consumption expenditure falls below a poverty line. Poverty lines have two components: (i) a
food poverty line, representing the cost of a bundle of goods needed to obtain a predetermined minimum food energy requirement,
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Overview of the health-care sector
Morocco has a population of almost 30 million. Its annual population growth rate decreased from
2.6% in the early 1980s to 1.5% by the end of 2002. This decline was the result of a substantial
reduction in the fertility rate, as measured by the number of children per woman (from almost 6 in
1980 to 2.7 in 2002). Substantial progress in heath standards contributed to an overall improvement
in life expectancy at birth (from 59 years in 1980 to more than 69 years in 2002). Life expectancy
at birth is six years higher in urban than in rural areas. The values for some basic health indicators
are listed in Tables 1 and 2.

Figure 1: Foreign direct investment flows to Morocco in US$ million

Table 1: Some basic health indicators

* (66.4) years for males and (70.4) years for females; na: not available.
# data from WDI (2004) on the basis of DHS (2003); a: data from ENSP (National Survey on Public Health)



18 Trade and Health

Organization of the system
Public hospitals established by the Ministry of Health form the primary component of the health-
care system. These include general public health clinics, provincial and regional hospitals, and
University hospital centres (CHU). Next in importance are the Municipal Health Offices spread
throughout the country. Numbering more than 300, their main task is to provide preventive health
services.

Table 2: Some health indicators in urban and rural areas in 2000

Table 3: Health care and prevention system in Morocco (2000)
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The private for-profit component is growing. Over 180 clinics with over 4000 beds are currently
operating in the private sector. These are located exclusively in the urban areas, especially in large
cities such as Casablanca, Rabat, Marrakech, Agadir and Fès.

Funding

The country’s total health expenditure amounted to DH19.5 billion in 2001, equivalent to 5.1% of
the GDP. Although it increased at an average rate of 9.3% over 1997–2001, it continues to lag behind
that of most of the countries in the region (Figure 2). For example, in 2001, Lebanon allocated the
equivalent of 12.2% of its GDP to fund its health system, Jordan allocated 9.5% and Tunisia 6.4%.

Morocco’s per capita expenditure on medical goods and services, too, is lower than that of
Lebanon, Jordan and Tunisia. In 2001, for example, it amounted to an average of US$ 59, which
was 8.5 times lower than that of Lebanon, 2.8 times lower than that of Jordan and 2.3 times lower
than that of Tunisia. The high cost of health care makes it even more difficult for an average Moroccan
household to access medical services. The average cost of consultation with a specialist physician,
for example, exceeds US$ 15.

General government expenditure on health forms only 39% of the total health expenditure.
The rest is privately funded. This is in sharp contrast to the Gulf countries and Tunisia, where
public expenditure accounts for more than 75% of the total expenditure. This issue becomes
critical, considering that Moroccan households do not have access to medical insurance and
mutual schemes.

Sources: SCS/DPRF/MOH, January 2000.
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The allocation of public funds for health is skewed towards urban hospitals and centres. Most
doctors are concentrated in the urban areas, and there is a shortage of female nurses and midwives
in the rural areas. Moreover, public funds for health tend to benefit the better off more than others.
According to the 1998/99 LSMS survey, about 40% of public health expenditure went to the richest
quintile of households, and only 20% to the two poorest quintiles. Of the services provided free of
charge by public hospitals to people not covered by insurance, 67% go to wealthy individuals (5th
quintile), compared with less than 5% to the poorest (1st quintile).

Health insurance

Collective financing of health expenses is optional and very limited, its coverage barely exceeding
16%. It covers mainly civil servants and workers in the urban formal sector. Direct payments by
households inclusive of those reimbursed by insurance companies later form roughly 54% of total
health expenditure.

Health insurance is provided by several institutions. The most important is the National Fund
of Social Thrift Organizations (Caisse Nationale des Organismes de Prévoyance Sociale, or CNOPS).
This covers the employees of nine departments (Royal Armed Forces, Post Office, Education, Public
Administration, Local Authorities, Auxiliary Forces, Police, Port Authority and Customs), and serves
68.6% of all health insurance beneficiaries. Due to the gap between the reimbursement rates and
market prices, the CNOPS covers only around 50% of insured services. Private insurance companies
cover the employees of some 3000 firms, which account for 18.1% of the country’s medical insurance
beneficiaries. In-house schemes are offered and managed by some public companies and
corporations. These are financed more by the employers than the employees, and tend to be more
generous than the CNOPS and private insurance companies. Finally, there is the Moroccan
Interprofessional Mutual Fund (CMIM), which covers the employees of some 250 firms in the banking
and hydrocarbons sector. The premiums paid by these firms tend to be equally shared between

Figure 2: Total expenditure in billion DH (left axis) and
total health expenditure per capita in DH  (right axis)
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Table 4: Selected indicators of health expenditure

employers and employees, and their reimbursement rates for insured services are the highest in the
nation.

The Ministry of Health has no regulatory authority over private insurance companies, which
means that there is no connection between health insurance funding policy and national health
priorities. The financial accessibility of health services could be significantly improved through
adequate insurance schemes.

Source: WHO estimates on the basis of. (A more complete table covering the period 1998-2004 can be downloaded from
www.who.int/entity/nha/country/MAR.xls

Source: Morocco’s National health accounts & International Monetary Fund (for GDP and exchange rate). Detailed information is
available at http://www.who.int/entity/nha/country.
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According to the 1998-99 Living Standards Measurement Study (LSMS) survey, the medical
insurance coverage rate in the country was less than 3%. It was 43.2% among rich households in
urban areas, and 8% in rural areas. Insurance coverage, however, was very uncommon among the
poor, whether in urban or rural areas.

Among the different services in the national health system, the largest share (37%) of funds is
allocated to the purchase of drugs. This can be explained by the high prices of drugs (when considered
relative to the per capita GDP and minimum wage), and the fact that self-medication and drug
purchases without medical prescriptions are widespread practices. Ambulatory care (outpatient
and emergency cases included) accounts for roughly 31% of health funding, and hospital care for
another 20%. Despite their crucial importance, preventive health programmes account for a meagre
3%. Training, research and education account for only 1%, of which a mere 0.1% remains if one
subtracts the salaries paid by the Ministry of Education to teachers in the CHU and the amount
allocated to health-care training institutes.

Figure 3: Distribution of public health expenditure among the different quintiles

Table 5: Population covered by various optional health insurance schemes (1997/98)

Source: Morocco: National Health Accounts 1997/98’.
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Major health-care challenges
The major heathcare challenges were identified through a series of interviews with key actors in the
sector. Five senior health policy-makers, three senior medical professionals, three general practitioners,
two senior public health experts and two representatives of the medical staff union were interviewed.
Table 6 lists the challenges cited by the interviewees.

Some of those interviewed were of the opinion that the perception of what constitutes challenges
would vary in accordance with the criterion used: the number of patients versus the cost of treatment.
Some illnesses which are more prevalent, for example, do not pose a serious public health problem
in terms of cost burden. Others, though less prevalent, are very demanding both in terms of cost
and duration of treatment. Most interviewees suggested that public heath facilities should focus on
preventive measures and the more prevalent diseases, leaving the less prevalent diseases to the
private sector.

The greatest challenge is to increase the allocation for public health. Despite the efforts made
by the government over the past five years, public expenditure on health as a share of the GDP
continues to be around 2%. It was estimated at 1.2% of the GDP between 1980 and 1998, compared
with 2.6% in other Middle East and North Africa (MENA) countries.

Table 6: The ranking of the main health challenges in Morocco according to professionals

Source: World Bank (2001), ‘Kingdom of Morocco: Poverty Update’.
Note: Quintile 1 contains the poorest 20 per cent of the population, and quintile 5 the 20 per cent richest quintile.

Urban Rural National

Quintile
1

Quintile
5

Quintile
1

Quintile
5

Quintile
1

Quintile
5

% who reported being ill and
consulted health facilities

59.5 80.0 40.0 73.9 45.1 77.2

Health insurance coverage 5.6 43.2 1.8 7.9 2.4 35.0

Table 7: Access to health services and household consumption expenditure quintile

Source: From interviews conducted by the author on the main challenges facing health-care system in Morocco.

The Government not spending enough on health 1

Unequal access of poor segments of the population and rural households to health care 2

Lack of reproductive health-care facilities in some rural areas and high rate of females
encountering health problems in circumstances related to reproduction

3

High cost of private medical care 4

Lack of regulation in health care, Consumers not sufficiently protected against
potential abuse

5

Low coverage of health insurance 6

Prevalence of specific health problem

• Diseases of digestive organs, Diseases of respiratory and intra-thoracic organs,
Diseases of the circulatory system

• Certain infectious and parasitic diseases are still prevalent (Tuberculosis)

• Certain conditions originating in the perinatal period

• HIV and other Sexually Transmitted Diseases (STDs)

7
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Another challenge is that of remedying the inequity of public spending. World Bank estimates
on the basis of 1998/99 LSMS data show that in the case of the national population taken as a
whole, as well as the rural population, the richest 20% benefit four times more than the poorest
20%.

As already mentioned, the lack of reproductive health facilities is a serious challenge for the
health sector in Morocco. It makes Morocco lag behind most of the countries in the region in terms
of human development indicators.

The status of health policy and regulations
The Ministry of Public Health is legally in charge of formulating and implementing the government’s
policy in the area of health. Its functions include the following.

• Coordinating objectives and actions conducive to the improvement of health

• Ensuring better allocation of resources, and a certain balance between preventive, curative
and welfare expenses

• Formulating and implementing national policy on pharmaceutical products from the
technical and regulatory perspectives

• Pursuing an international health policy and monitoring the execution of programmes that
have been agreed upon

• Maintaining control over the medical, paramedical and pharmaceutical professions on the
basis of the prevalent legislative and regulatory provisions

Constitutional provisions for health care
There is no explicit constitutional provision that guarantees health care for all citizens. However, the
government, through the Ministry of Public Health, is responsible for delivering basic health- care
services to the population. It is the major provider of health services at all levels and the social safety
net for the poor. Law 65-00 on basic medical coverage stipulates, in its introduction, that the State
is committed to the right to health principle, as established by international conventions.

Theoretically, all Moroccans are eligible to receive health care, either free of charge (for the
poor), or through the payment of subsidized fees. The poor can obtain an ’indigent card’ from the
local government, which allows them to benefit from health-care services in public facilities free of
charge. However, this system lacks transparency and efficiency, and is not immune to abuse. Some
eligible people are deprived of the card, while undeserving people misuse it to get health care free
of charge. Data provided by the 1998/99 LSMS shows, for instance, that personal payments for
health services among the poor account for 2.4% of their budget.

National health law for universal/primary health care
Over the past five years, the government has made substantial efforts in the area of public health,
which is seen as a key component of sustainable development. A major step in the direction of
ensuring equal access and equitable treatment for all was the adoption of the national law for
universal health care, or Law 65-00 in 2002. The objective of this law, which was a subject of
national debate before its adoption, is to extend medical coverage by making it compulsory in the
formal sector, and by providing medical assistance to those who are in need. Currently, only 15% of
the population benefits from medical insurance. Unfortunately, the implementation of the law
indicates that both the aim and scope of this law have been substantially reduced. There is still
much disagreement on which medicines to reimburse and which illnesses to cover. As regards the
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private sector, employers and trade unions are in complete disagreement over their respective
contributions for funding medical insurance. The implementation of the project on medical assistance
for the poor categories (RAMED2) has been postponed for the lack of funds.

Trade in health services
Services, including those supplied by public authorities, and public construction and works, account
for roughly 60% of the real GDP. Trade, tourism, telecommunications, transport and financial services
are among the most important subsectors. Under GATS, Morocco has made commitments in certain
business services, and professional, telecommunications, environmental, financial and tourism
services. It has not bound the measures affecting the presence of physical persons, with the exception
of certain executive staff, experts and trade representatives.

The four modes of trade in health services under GATS are discussed at length in the following
section.

Cross-border supply of health services (Mode 1)

This is a mode of delivery in which health services cross a border, but the provider and the user do
not. This mode of supply is made possible by the utilization of electronic communication to transmit,
store and retrieve digital data for clinical, educational and administrative purposes (Mitchell, 1999).
This is often confused with e-health services, but the latter can also be delivered domestically. The
term ‘global e-health’ is sometimes used to avoid this confusion. The global demand for e-health
services is estimated at US$ 1.25 trillion, of which about two-thirds is for direct services and the rest
for second opinion, consumer information, continuing education, management and other services
(Rodrigues, 2003).

2RAMED stands for Régime d’assistance médicale pour les economiquement démunies, and is the equivalent of Medicare.

Figure 4: Fields of potential use of e-health applications
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1. Current situation

• There is no explicit national e-health policy in Morocco. In addition, substantial efforts are still
needed to improve training and access to electronic resources of health-care professionals in
general, and academic staff and students in faculties of medical studies in particular.

• This mode of delivery is still in the experimental stage. An experimental project is being
conducted at the faculty of medical studies of Casablanca, namely, the Euro-Mediterranean
Internet Satellite Platform for Health, Medical Education and Research. The objective of
this project is to assess how the use of the Internet and satellite links could improve medical
training, the quality of health care and exchange among the Mediterranean partners. The
project also aims at initiating a global vision of health care, training and research by bringing
together scientists, medical staff and health-related industries.

• Health services are not included in Morocco’s schedule of GATS commitments.

2. Legal framework

• The regulatory regime for e-commerce is still under preparation. A draft law was prepared
by the inter-ministerial committee for e-commerce development and promotion and
submitted to the government in 2000. This regulatory framework needs to be adopted
before full-scale delivery of e-commerce can commence.

• The committee, set up in 2000, had four working groups under it (Group 1: legal and
regulatory framework; Group 2: standardization; Group 3: promotion and leading projects;
Group 4: e-commerce in public administration). Three principles guided the groups:
minimum regulation only to preserve public order and consumer interests, large involvement
of all the stakeholders, and technological neutrality by avoiding through regulation favouring
one standard over another.

• Two draft laws were prepared by Group 1. The first, on electronic data, aims at establishing
equivalence between data written on paper and electronic data, and between manual
and electronic signatures. It also contains a list of requirements for providers of certification
services. The second draft addresses issues related to the protection of individuals recorded
on databases.

• The Ministry of Health was not involved in the inter-ministerial committee’s activities, and
the draft law does not refer explicitly nor implicitly to e-health.

• According to the health professionals interviewed for this study, even if the legal framework
for e-commerce is adopted, it is unlikely to make trade in health services more effective.
Most health professionals seem opposed to trade in health services under Mode 1 for
ethical and humanitarian reasons.

• Morocco established current account convertibility in 1993. This implies that there are no
restrictions on the import and export of goods and services. In practice, however, international
payments are strictly regulated to ensure that foreign exchange reserves are effectively used
by importers to import goods and services, and foreign exchange earnings through exports
are remitted to the country. Capital account transactions are restricted. There are more
restrictions on outflows than inflows. Non-residents are allowed to hold accounts in foreign
and domestic currency, while residents’ accounts are subject to strict regulation.

• Electronic commerce could create excess demand on foreign exchange reserves and make
central bank management of foreign exchange more challenging. Recently, Moroccan
importers and tourists to place a limited amount of foreign exchange on a smart card, and
then use it to purchase foreign goods and services abroad. However, in the absence of a
legal framework for e-Commerce and the necessary adaptations of the foreign exchange
regulation, this ‘international card’ cannot be used to buy goods and services from abroad.
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3. Information technology infrastructure

• Despite the Moroccan government’s efforts to liberalize and regulate the telecommunications
sector, the IT infrastructure is still weak. In 2002, there were less than 40 telephone mainlines
per 1000 people, which is very low both by regional and international standards (the
average is 167 for middle-income countries, 107 for the MENA region and 585 for high-
income countries). The spectacular increase recorded in the number of mobile phones is
a very positive phenomenon. In 2002, there were 209 mobile holders per 1000 inhabitants,
compared with 58.7 in Tunisia and 66.7 in Egypt. However, a significant number of mobile
phones in Morocco run on prepaid cards rather than through regular subscriptions, which
can be detrimental for growth potential in the medium and long term. In addition, the
boom in the demand for mobile phones was at the cost of fixed lines, which decreased by
4.3% annually between 1998 and 2003. This is proving to be an impediment for Internet
development.

• Data for the year 2002 in the World Development Indicators (2004) show that the number of
personal computers per 1000 people was also low and did not exceed 23.6, compared with
45.4 in middle-income countries, 38.2 in the MENA region and 467 in high-income countries.
The number of Internet users per 1000 people was estimated at 23.6, which again compares
unfavourably with middle-income countries (80) and the MENA region (37).

• The cost of information technology continues to be high. For instance, local calls are much
cheaper in high- and middle-income countries. The cost of an Internet connection is
relatively low in comparison with other countries in absolute terms, but much higher in
terms of the purchasing power of users.

Table 8: Power, communication and information technology indicators

Source: World Development Indicators (2004). Data refer to the year 2002.

Morocco Tunisia Jordan MENA
Middle-
Income

countries

High-
income

countries

Electric power

Consumption per capita kWh 461 987 1252 1409 1447 8421

Transmission and distribution
losses % of output

7 11 12 12 11 6

Telephone mainlines

Per 1000 people 38 117 127 107 167 585

Waiting list (thousands) 5 108,7 1,4 6099 4517 –

Faults per 1000 mainlines 24,8 29,0 10,7 10,1 62,5 8,3

Cost of local call $ per 3 minutes 0,15 0,02 0,04 0,04 0,07 0,07

IC Technologies

PC number per 1000 people 23,6 30,7 37,5 38,2 45,4 467

Internet users per 1000 people 24 52 58 37 80 364

Monthly price (20 hours of use) 25 17 26 31 29 23

% of monthly GNI per capita 25,5 10,4 18 29,9 18,9 1,6

Secure servers number 15 13 9 103 6686 210134
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Consumption of health services abroad (Mode 2)

This includes the movement of patients seeking health care abroad and students who enroll in
medical programmes abroad.

People may seek health care abroad for various reasons: to access treatment not available in
the home country, to receive services of a higher quality, to benefit from lower-priced services of
comparable quality, and to access ‘exotic’ or special therapies. The first two motives apply to patients
moving from developing to industrialized countries, while the two latter generally apply to those
travelling from industrialized to developing countries.

1. Current situation

• There are two sources of data on consumption of health services by Moroccans abroad –
those provided by the CNOPS and those supplied by the foreign exchange office. The
second source is more exhaustive since it covers foreign exchange transfers made by medical
insurers, and foreign exchange demand by individuals for health purposes.

• According to the CNOPS, 500 patients were sent abroad for specialized health care and
surgical treatments in 2001. Transfers made by the CNOPS to cover their health expenses
amounted to DH 24 million (US$ 2.25 million). In the same year, 318,000 patients applied
for reimbursement of medical expenses made in Morocco. The total value of these was
estimated at DH 500 million (US$ 46.7 million). That is to say that only 0.16% of patients
who received health care benefited from health services abroad. However, the
reimbursement of their costs accounted for 4.6% of the total reimbursements made by the
CNOPS. A recent report released by the CNOPS reveals that the consumption of health
services abroad declined significantly between 1993 and 2002. Their share in the Fund’s
total reimbursements fell from 32% in 1993 to less than 4% in 2002. France is the main
destination of Moroccan patients seeing health-care services abroad.

• Foreign exchange office statistics indicate that in 2001, DH 51 million (US$ 4.8 million)
was legally transferred by institutions and individuals for health purposes. In other words,
and taking these figures at face value, about 50% of health expenses incurred abroad were
covered by medical insurance and the rest was funded personally.

•  Foreign patients accessing health services in Morocco can be placed under two categories.
The first consists of residents, such as students, and personnel employed by embassies and
consular services. The second comprises tourists and patients who come to Morocco
specifically to receive health-care services.

• Interviews with a sample of medical staff, both in the private and pubic sectors, indicated
that foreign residents generally have conventions with private doctors and clinics. However,
there are no data on their expenses. Statistics on the second category of patients are even
more difficult to come by.

• Morocco has not made any commitments under this mode.

2. Infrastructure and regulatory capacity

• The government has made no specific regulations for those going abroad to access health
services. Those who are medically insured apply for coverage of their health expenses
abroad.

• There are no explicit incentives to attract foreign patients to Morocco.
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Commercial presence of foreign investors in health sector (Mode 3)

• The health sector is not open to FDI, as confirmed by interviews with personnel in the
foreign exchange office and Ministry of Heath. The body representing physicians (Conseil
de l’ordre des médecins), which is very powerful, is against opening the health sector to
foreign interests. Even Moroccan physicians working abroad cannot invest in private clinics,
unless they return and register exclusively in Morocco.

• As might be expected, Morocco has no commitment under foreign commercial services in
the sphere of health services. Insurance is an exception, but the commitment was made
under financial and insurance services.

Movements of natural persons (Mode 4)

•  Health-related movement of natural persons includes the movement of health professionals
and that of students of medicine. The interviews conducted revealed the existence of
temporary movements of health professionals in order to supply services abroad. However,
there are no statistics on the number, duration of stay or countries of destination of either
the professionals or students. Some medical professionals think that this is a very promising
area for Morocco.

• The statistics provided by the Ministry of High Education indicate that during 2001-2002,
524 of the 6,800 students (or 7.7% of all students) enrolled in different faculties of medical
studies were foreigners. The students come mainly from Tunisia, Gabon, Mauritania, Congo,
Cameron, Burkina Faso and Benin.

• Surprisingly, according to some statistics provided by the Ministry of Health, the number of
Moroccan students enrolled in foreign faculties of medical and pharmaceutical studies in
2000 was roughly 4200. More than 50% of them were in France, 23% in Russia and 9% in
Tunisia.

• Morocco has made no commitments under this mode.

• The statistics available on the number of physicians in the population indicate that Morocco
has a substantial deficit in terms of qualified human capital in the medical and related
fields. At the same time, there is a certain number of Moroccan health professionals working
abroad (in France and Belgium, in particular), but there are no accurate data on their
number or remittances.

Conclusions and some policy recommendations

Morocco’s geographical location, at the mouth of the Mediterranean Sea, is strategically advantageous.
For several centuries, it has served as one of the main trading channels between Europe and Africa.
Its geographical position, together with its hospitable population and the diversity of its landscape,
are the key factors that attract tourists. An increasing number of Europeans are choosing Morocco as
their permanent or second residence. The country’s geographical, historical and cultural proximity
with both Europe and the African countries could play an important role in trade in health services.
As mentioned earlier, Morocco has no GATS commitments in the health sector.

The data available on current flows of trade indicate that cross-border supply of health services
is still at the experimental stage. Morocco has no clear e-health policy. Further, substantial efforts are
still required to improve training in and access to electronic resources for health-care professionals.
The regulatory regime for e-commerce is still in the preparatory stage and the IT infrastructure is still
weak. In the light of these and other factors, it is important to make a thorough assessment of the
potential for trade in health services.
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Overall, trade in health services may provide a potential opportunity in some specific cases,
but may also entail risks and challenges. Capacity-building, as well as an adequate understanding of
the GATS provisions and the implications of any form of liberalization for the national health system,
are crucial prerequisites. A national forum on trade and health could be established to provide all
stakeholders with an opportunity to voice their interests and concerns, and pinpoint areas of potential
gain or loss if trade in health services were to be opened up.

The Moroccan authorities and various stakeholders should avoid systematically refusing the
idea of engaging in discussions on liberalization. They should first gather evidence on its potential
impact on the objectives and performance of the health sector, including subsectors. The potential
repercussions of each mode should be explored. At the same time, they should not blindly accept
any form or degree of liberalization without careful analysis. Being well informed and adopting a
proactive strategy in dealing with negotiations is of critical importance.

Policy-makers can take some of the following steps to be better prepared for multilateral
negotiations and advocate further trade in health services, if necessary.

• Increase awareness regarding GATS-related issues and build up capacity in the area of
public health, and among health experts and health professionals. Policy-makers, health
experts and health professionals must have an adequate understanding of the opportunities
and challenges of liberalizing under GATS.

• Develop an exhaustive information system on trade flows in health services.

• Learn about other countries’ experiences, with a special focus on opportunities and risks.

• Study the potential impact of liberalization of trade in health services (considering each
mode separately) on the various objectives of the national health system

• Determine the requirements which would have to be met in terms of infrastructure and
domestic regulation if liberalization were to be undertaken.

• Design a strategy and an action plan in order to promote trade in health services. It might
be useful to set up a national committee of experts from the trade, health and tourism
sectors, in addition to the pharmaceuticals industry.
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Appendix 1. Trade in Health Services

Matrix of opportunities and challenges for Morocco

Cross-border supply (Mode 1)

There are two perspectives from which trade in health services under mode 1 may be examined:
the export perspective and the import perspective. For each perspective, two categories of transactions
may be distinguished:

• Provider-to-provider services (P2P)

• Provider-to-consumer services (P2C)

Opportunities

• Opportunities for P2P transactions may be identified
not only in health, but also health-related services,
such as administration, accounting , data
management, scientific research, and processing of
medical insurance claims.

• In the case of Morocco’s, these opportunities are
enhanced by its:

– geographical proximity with Europe

– relatively cheap labour (these are mainly labour-
intensive services)

– close linguistic and cultural ties with certain
European countries, such as France, Spain and
Belgium The recent emergence of call centres may
provide a good starting point for other IT-related
services, including e-health.

• Opportunities also exist for P2C services, for
example, under mode 2 (follow-up of foreign
patients who have previously received treatment).

• The technology used in cross-border provision of
health services may also be used to serve remote
areas, promote the use of the Internet among
providers, and improve preventive health and public
information on health issues. Development of e-
health may help upgrade the infrastructure,
standards and quality of health services.

• Export of health services is likely to have a positive
effect on foreign exchange earnings and employment
opportunities, both for medical and IT specialists.

Challenges

• Resources may be diverted from basic
health-care facilities.

• High competition may have to be faced
from more advanced countries.

• Return from investment on IT
infrastructure may be low.

• The impact on poor and rural
households may not be significant due
to lack of knowledge (literacy and
computer literacy), and basic
infrastructure (telecommunication,
computers, access to the Internet).

Table 1.1: Export perspective
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Prerequisites for developing cross-border trade in health services

• Beyond mere liberalization of cross-border trade in health services, the authorities would
need to design and implement an appropriate national e-health policy.

• The regulatory framework for e-commerce needs to be adopted.

• The telecom and IT infrastructure in medical faculties, as well as public and private hospitals,
needs to be strengthened.

• Capacity-building is a must (training for medical personnel in IT tools)

• An important prerequisite is advocacy, which would include consultations with professional
unions and other stakeholders on issues related to cross-border trade in health services.

• Building bilateral and regional relationships in the area of e-health and e-training would
be useful. Small-scale experiences may have substantial spillovers on the rest of the sector.

Cross-border supply (Mode 1)

Opportunities

• Morocco can use electronic means to get access to
international medical resources for education,
training of professionals and development of
expertise. This would boost medical education, and
help upgrade the knowledge and skills of medical
professionals. It may also encourage international
recognition of diplomas and certificates issued by
local medical faculties.

• This mode of provision may also be used in
combination with Mode 2 for national patients who
have previously received health care abroad.

• Relying on tele-consultations and e-diagnosis would
help save foreign exchange by reducing the need
for domestic patients to seek treatment overseas.

Challenges

• The acquisition of IT infrastructure may
divert resources from basic health-care
facilities.

• The impact on poor and rural
households may not be significant.

• It entails various risks (for P2C imports)
with respect to confidentiality, and also,
the credibility of foreign providers.

• Private domestic heath care providers
may be crowded out.

Table 1.2: Import perspective

Consumption abroad (Mode 2)

Opportunities

• Rely on external provision of some heavy and costly
treatments. In fact, investment in health services
should be tackled within a broad framework of
optimal allocation of the resources available.

• Utilization of health services abroad is an important
means of tackling the inadequate supply of some
specialized facilities and human resources.

• It may create opportunities to develop bilateral or
regional conventions on health-care provision and
insurance portability.

Challenges

• Consumption of health services abroad
may be costly in terms of foreign
exchange resources.

• The health-care system and medical
insurance schemes may have to pay a
financial cost.

• The opportunity to access health-care
abroad may be abused, e.g., it may be
provided without any real justification,
or on a discriminatory basis.

Table 2.1: Import perspectives (sending local patients abroad for health care)
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Opportunities

• This may serve as an incentive (either to domestic
investors, or in combination with Mode 3 – foreign
commercial presence) to invest in the health sector.

• It could be combined with tourism (health tourism).
Geographical and cultural factors are advantages in
this regard Morocco could target patients from rich
countries, as well as rich patients from the
neighbouring countries (Arab or African). The
authorities, in association with other stakeholders
in the health sector, need to identify specific niches
in the market in which Morocco may have
comparative advantages.4

• It could increase foreign exchange earnings and
provide employment.

• It is likely to generate additional resources, part of
which could be used for funding basic health
facilities for the poor.

Challenges

• Exporting health services may divert
resources, at the expense of basic health
facilities for the poor. This could be
prevented by limiting export activity
exclusively to the private sector.

• It may create a dual market, and further
limit equity and the access of the poor
to the health- care system.

Table 2.2: Export perspective (foreign patients to the country)3

Foreign commercial presence (Mode 3)

Table 3.1: Foreign commercial presence in the health sector

Opportunities

• Opening up the health system to FDI can generate
extra resources for the system, and help create a
better infrastructure and facilities, as well as
employment opportunities.

• FDI in the health sector may be directed to areas
with little access to public and private health
services.

• A foreign commercial presence could produce
positive spillovers on the domestic public and private
sector. By creating competition, it might improve
the quality of health- care services. It may also result
in partnerships between domestic and foreign
health-care providers and lead to win-win situations.

• Mode 3 could be combined with Mode 2 through
an appropriate strategy which combines, say, health
tourism with attracting foreign patients.

• Well-managed liberalization under Mode 3 could
offer better training and career opportunities for
health professionals.

• It might limit brain drain and give highly qualified
professionals an incentive to remain in the country.

Challenges

• The country may not be able to direct
FDI to regions and areas in accordance
with public health policy and
objectives.

• It may crowd –out the domestic private
sector, which is very likely to oppose
FDI in the health sector.

• It may create a two-tier health care
system which would be detrimental in
terms of access and equity. However,
FDI could be restricted and regulated
in order to minimize such effects.

• It is likely that FDI would adopt the
’cream-skimming strategy’, leaving the
poor on the periphery, thus
exacerbating the situation.

3Consumption of health services by foreign patients does not fall under GATS from the perspective of the domestic country.
However, it, too, is a form of international trade in health services. In this respect, WTO members are free to subject export of
health services to extra charges or taxes, and to utilize these resources to enhance the quantity and quality of public services.
(WHO agreement and Public Health, WHO and WTO, 2002).
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Movement of health-care providers (Mode 4)
(Mode 4 deals with short-term movement of natural persons.)

Table 4.1: National health-care providers moving abroad under Mode 4

Challenges

• It might act as an incentive for
permanent movement of health
professionals, creating a shortage in the
domestic health-care system and brain
drain.

• Relying on foreign professionals might
crowd out domestic human resources.

Opportunities

• This would promote exchange of clinical knowledge
among professionals.

• It would raise the standards of health professionals
in the home country.

• It could be a channel for developing other modes
of trade (attracting foreign patients and providing
them with low-cost services). It could lead to the
development of Mode 1, or even Mode 3.

• The home country and its health professionals might
benefit from remittances and better opportunities,
while preventing irreversible movement of health
professionals.

• It could create an incentive to harmonize education
and training, and develop networks of researchers.
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Mr Tom Kalo Langitong
Department of External Trade, Industry and Investment,

Government of Vanuatu

Vanuatu’s experience with WTO accession after Cancun

Seventy-five per cent of the 200,000 population in the group of 83 islands in the southwest Pacific
were subsistence farmers. Exports, worth around US$ 20 million annually, were mostly to Australia,
Japan and Europe. With no income tax, import tariffs and value-added tax (VAT) were the main
sources of government revenue. With UN LDC status owing to frequent tropical cyclones and
earthquakes, Vanuatu has free access to most large markets, such as the ‘Everything but Arms Initiative
of the EU’ (EU/EBA), and South Pacific Regional Trade and Economic Co-operation Agreement
(Australia/SPARTECA). International subsidies were of no major direct importance to Vanuatu. Most
commodities that Vanuatu produced such as kava, copra and cocoa were not internationally
subsidized. Vanuatu was unlikely to diversify into new agricultural exports, e.g. cotton or fruit and
vegetables in the near future.

Issues relevant to Singapore collectively matter to Vanuatu. With the tiny size of its government
and civil services, Vanuatu would find it difficult to cope if more issues were added to a new round
of trade negotiations. Vanuatu was not really keen on either a plurilateral approach or the inclusion
of all the Singapore issues. Unbundling might be feasible. Trade facilitation could help Vanuatu. An
existing agreement Pacific Agreement on Closer Economic Relations (PACER) was aimed at establishing
a regional trade facilitation programme. Trade and competition were only partly relevant to Vanuatu.

Vanuatu was in the process of re-starting accession. This would involve bilaterally negotiating
with countries certain amendments to terms agreed to in 2001. The main area of concern was
services. The existing services schedule liberalized too many sectors. Vanuatu also had concerns
over at least retail and wholesale trade, health, education and environmental services, audiovisual
services, legal, professional and technical services. Further issues for Vanuatu mostly concern the
difficulties of a small country coping with accession and WTO membership. As compared with the
Japanese and US delegations at Cancun, which had around 150 members each, the Vanuatu
delegation had a mere three persons. This made it difficult to follow all the meetings that we
wanted to. Collective knowledge of the WTO is not as high as that of large countries.

The annual fees for Vanuatu as an observer were around US$ 20,000. With a total annual
government spending of only US$ 60 million and debts of US$ 170,000 in unpaid fees, the country
would find it difficult to fund WTO membership. Trips to Geneva were also expensive. It is hoped
that Vanuatu would be able to join on appropriate terms.
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The Royal Government of Cambodia applied for accession to the WTO in 1994. It was officially
admitted as a member on 11 September 2003 at the fifth WTO Ministerial Conference in Cancun,
Mexico. The ratification process was completed on 9 September 2004, and Cambodia became the
WTO’s 148th member on 13 October 2004. The following is a brief sketch of the agreements
reached in the various spheres of negotiation.

Health protection, for which Cambodia was eligible under the Doha Declaration on TRIPS
and Public Health, was among the issues taken into account in the accession negotiations on tariff.
The bound rates set for pharmaceutical products were low, while those for products harmful to
health, such as cigarettes and wines, were reasonably high. The negotiating parties worked out
restrictive measures on advertising for products harmful to health.

As for the negotiations on goods, the general average bound rate for goods was set at 19.9%,
with an applied rate of 16.5%. A bound rate of either 7% or 10% was fixed as tariff on most
pharmaceutical goods (EU interest), and a rate of 35% was set for a few items. For example, it was
10% in the case of special medicines for cancer and AIDS. The applied rate was 0% (2003).
Considering the limited domestic production of these medicines, the policy was aimed at making
them available to the poor at cheaper rates.

A bound rate of 50% was set on tariff for cigarettes (Japan interest), the applied rate being 35%
(2003). These rates were higher than those for other products, due to considerations of revenue and
health. Additional internal taxes would also be applicable. The domestic production of tobacco
made it difficult to justify health considerations during the negotiations. The bound rate on tariff for
wines/alcohol (US, EU and Australia interest) was fixed at 40% for beverages with an alcohol content
of less than 15% and at 60% for those with an alcohol content exceeding 15%. The applied rate was
35%. Additional internal taxes, such as excise and value added tax (VAT), would also apply. As in the
case of cigarettes, revenue and health concerns were responsible for the higher rates. Advertising
services were restricted by WTO requirements until Dec 2008 as no law or sub-decree was in
place. However, in practice, there was no restriction on advertising, except that cigarette packs
were to carry the warning ’Cigarette is harmful to health’.

As for import licensing for pharmaceuticals, firms registered with the Ministry of Commerce
had to register themselves again with the Ministry of Health (MOH) as importers of pharmaceutical
products. Imported pharmaceutical products had to be registered at the MOH and charges were to
be applied per product. Each consignment required a license, which would be valid for six months.
As this practice was restrictive and violated the national treatment (NT) principle, the law had to be
amended before 1 January 2005.

Cambodia would fully implement the TBT agreement, starting from 1 January 2007, and the
SPS agreement from 1 January 2008. As required by the WTO, TBT and SPS enquiry points have

Cambodia’s experience

Mr Ke Sovann
Deputy Director, Ministry of Commerce,
Royal Government of Cambodia
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been established with the dual purpose of providing information to WTO members, and relaying
information on TBT/SPS from the organization’s members to Cambodia’s exporters. Cambodia will
adopt the best practices developed by international organizations, including Codex and ISO.

With regard to the TRIPS Agreement, Cambodia’s objective was to put in place adequate laws/
regulations on intellectual property, as well as strong enforcement measures, in order to protect
producers as a key to attracting investors. A number of laws were adopted, such as those related to
Trademark, Patent and Copyrights. Some others were drafted and put on the agenda for adoption.
Cambodia is to start implementing the TRIPS Agreement no later than 1 January 2007 and will have
the legal right to use the Doha Declaration related to TRIPS and Public Health. This means that
there will be no patent protection for generic medicines until 2016, a condition which was included
in Cambodia’s Patent Law. The country would also strengthen enforcement mechanisms and
measures, including those intended for the country’s borders. Illegal and counterfeit products,
including pharmaceuticals, have caused big losses to the economy, besides being harmful to
consumers, and strict measures are required to tackle the problem.
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The Doha Declaration on the TRIPS Agreement and Public Health
The fourth Ministerial Conference of the WTO, held in Doha, Qatar in November 2001, adopted a
Declaration on the TRIPS Agreement and Public Health (’the Declaration’). The purpose of the
Declaration was to respond to the concerns that had been expressed about the possible implications
of the TRIPS Agreement for access to medicines. Although the Agreement allows countries to take
various kinds of measures which can qualify or limit intellectual property rights, including for public
health purposes, some doubts had arisen about the nature and limitations of such flexibility.

The Declaration responds to these concerns in a number of ways. It emphasizes that the TRIPS
Agreement does not and should not prevent countries from taking measures to protect public
health. It reaffirms their right to use, to the full, the Agreement’s provisions, which provide flexibility
for this purpose. The Declaration signals an acceptance by all WTO members of the premise that
they would not seek to prevent other members from interpreting the Agreement in a way that is
beneficial to public health. It makes a number of important clarifications on some of the flexible
options contained in the TRIPS Agreement, especially those relating to the freedom to determine
the grounds on which compulsory licences are granted and the right to permit parallel imports. The
clarification on compulsory licences, for example, serves as a useful corrective in the context of the
view which implies that some form of emergency is a precondition for compulsory licensing. The
Declaration states that each member has the right to determine what constitutes a national emergency
or other circumstances of extreme urgency (when a compulsory licence can be granted without a
prior effort to obtain a voluntary licence). It also clarifies that public health crises, including those
relating to HIV/AIDS, tuberculosis, malaria and other epidemics, can represent such circumstances.

While the WTO members have made clarifications regarding flexibility, it should not be forgotten
that it is not the TRIPS Agreement but each country’s domestic law that has direct legal force with
regard to acts relating to intellectual property on its territory. Thus, the Declaration does not obviate
the need for each country to take steps at the national level to make use of this flexibility, where
necessary, in order to make medicines available at affordable prices.

With regard to the LDC members of the WTO, the Declaration records an agreement of ministers
that extends these countries’ transition period until the beginning of 2016. This applies to the
protection and enforcement of patents and rights in undisclosed information with respect to
pharmaceutical products. The TRIPS Council took the necessary action under Article 66.1 of the
TRIPS Agreement to give effect to this in June 2002. At the same time, it recommended that these
countries be granted a parallel waiver from their obligations under the ’exclusive marketing rights’
provisions of Article 70.9. The waiver was adopted by the General Council in July 2002.

It should also be noted that while the Declaration emphasizes the scope for taking measures to
promote access to medicines, it recognizes the importance of protecting intellectual property for

The TRIPS Agreement and Public Health:
Recent developments9

Ms Jayashree Watal
Counsellor, World Trade Organization, Geneva

9This contribution is drawn from material previously prepared by the Intellectual Property Division on the subject.
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the development of new medicines and reaffirms the commitments made by the WTO members
under the TRIPS Agreement.

Problem of countries with insufficient manufacturing capability in the
pharmaceutical sector
An issue that arose during the formulation of the Declaration was that of countries which do not have
sufficient manufacturing capacity to make effective use of compulsory licensing. That members can
issue compulsory licences for import as well as domestic production was not in dispute. The issue
centred around the requirement under Article 31(f) of the TRIPS Agreement that normally, any
compulsory licence granted in potential supplying countries shall be ’predominantly for the supply of
the domestic market of the Member’ granting the compulsory licence. Given this requirement, there
was concern about whether sources of supply would be available from generic producers in other
countries to meet the demand of countries which want to import under a compulsory licence. This
constraint would be increasingly felt after 2005, when countries with important generic industries,
such as India, come under an obligation to provide patent protection for pharmaceutical products.
The problem was acknowledged in paragraph 6 of the Declaration and the TRIPS Council was instructed
to find an expeditious solution. The Council was to report on the matter before the end of 2002.

Following intensive work by the Council in the second half of 2002, the Chairman of the
Council presented a draft Decision on the subject on 16 December 2002. This represented his best
assessment of how to achieve a balanced result, taking all positions and concerns into account. Not
all members were ready to adopt the Decision at that time, either because they felt that it was too
open-ended and easy to abuse, or found it too burdensome in some respects. After further work,
the Chairman’s proposal was finally adopted by the General Council on 30 August 2003.

The Decision grants three distinct waivers (with respect to pharmaceutical products) from the
obligations set out in sub-paragraphs (f) and (h) of Article 31 of the TRIPS Agreement, subject to
certain conditions. It covers any patented products, or products manufactured through a patented
process, of the pharmaceutical sector that are required for addressing the public health problems
recognized in paragraph 1 of the Doha Declaration on the TRIPS Agreement and Public Health.
Active ingredients necessary for the manufacture of such products and the diagnostic kits needed
for their use are also covered. The three waivers are:

(1) A waiver of the obligation of an exporting member, under Article 31(f) of the TRIPS
Agreement, to the extent necessary for the purposes of production and export of the
needed pharmaceutical products to those countries that do not have sufficient capacity to
manufacture them. This waiver is subject to certain conditions. These pertain to ensuring
transparency in the operation of the system, as well as provision for safeguards against the
diversion of products to markets for which the products are not intended. Also, only countries
without sufficient domestic capacity may import under the waiver.

(2) A waiver of the obligation, under Article 31(h) of the TRIPS Agreement, on the importing
country to provide adequate remuneration to the right holder in situations where
remuneration in accordance with Article 31(h) is being paid in the exporting member
country for the same products. The purpose of this waiver is to avoid double remuneration
of the patent owner for the same product consignment.

(3) A waiver of the obligation, under Article 31(f) of the TRIPS Agreement, on any developing
or LDC that is party to a regional trade arrangement, at least half of the current membership
of which consists of countries on the United Nations’ present list of LDCs. The purpose of
this waiver is to enable such countries to better harness economies of scale for the purposes
of enhancing purchasing power for, and facilitating the local production of, pharmaceutical
products.
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At the same meeting, a statement by the Chairman making a note of several key understandings
between members was also put on record. The statement (see paragraphs 29–32 of WT/GC/M/82)
was designed to address the concerns of those who feared that the Decision was too open-ended
and might be abused in a way which would undermine the benefits of the patent system. For
example, it recognized that the system should be used in good faith, in order to protect public
health and not as an instrument to pursue industrial or commercial policy objectives. Further, it
addressed some of the concerns relating to the risk of diversion, and set out ways in which any
differences arising from the implementation of the system could be settled expeditiously and
adequately. The Decision also recorded that the 23 most advanced countries had agreed to opt out
of using the system as importers, and would be joined by the 10 acceding countries following their
accession to the European Community. It noted that an additional 11 members had agreed to use
the system as importers only in situations of national emergency, or other extremely urgent
circumstances.10

The waivers provided for in the Decision were to remain in force until the adoption of an
amendment replacing the provisions of the TRIPS Agreement. With a view to adopting the
amendment by mid-2004, the Council was to initiate work on its preparation by the end of 2003.
Work on the amendment began on schedule and was still in progress at the time of writing. It is
understood that the amendment will be based, where appropriate, on the Decision.

Reaching agreement on the Decision was far from easy. While some of the members expressed
the misgivings mentioned earlier, the views of certain circles in industry and civil society were even
more polarized. Notwithstanding these concerns, there is reason to believe that the system strikes a
balance which is both workable and provides the necessary safeguards. Certain notifications and
other requirements have to be complied with, but these are not unreasonable. Exporting countries
should have no significant problems in meeting them. The system has been designed so as to
minimize the burdens on importing countries, especially the LDCs, since these are the countries
which are less likely to have adequate domestic administrative capacity. In case they encounter
difficulties, it will behove the international community, whether intergovernmental organizations,
nongovernmental organizations or partner governments, to give them the necessary assistance.
There is good reason to believe that this will be forthcoming.

It should not be forgotten that the system established by the Decision is just the first step. A
much larger network of efforts is required, both at the national and international levels, to address
the grave public health problems afflicting many developing and LDCs, and to facilitate their access
to medicines. It is encouraging that the international community is increasingly seized with these
problems, but there is a need for further concerted action in the relevant forums. This would include
attempts to increase funding, develop social and health infrastructure, and expand research and
development (R&D) work for neglected diseases that mainly afflict the developing world.
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The Thai-US Free Trade Agreement, which is being negotiated, is of considerable significance to
Thailand since the US has been its biggest single market, with 13% of the Thai GDP dependent on
export to the US. There would also be the cost of non-involvement. US interest in Thailand is small
and mostly linked to health-related intellectual property concerning flora and fauna, pharmaceutical
and diagnostics patents, extension of market exclusivity by increase in patent life and data exclusivity,
and protection of market exclusivity with the limited use of compulsory licensing. The Agreement
under negotiation provides for the extension of market exclusivity, and measures for price control
and the rational use of drugs.

The success of these negotiations depends on the utilization of a strategy based on knowledge
management, political engagement and social movement. Knowledge management would involve
quantitative studies related to the Agreement’s possible impact on the expenditure on drugs and
generic industries. It would also involve analysis of safeguard measures; implementation of paragraph
6 of the Doha Declaration; the current patent process; the pattern of drug use; and the mechanism
of payment. Any estimate of the savings accruing from the use of generic drugs must take into
consideration the fact that only a fourth of the original products that appear in the market would
have generics in seven years.

The relevant landmarks in the sphere of social movement include the formation of the WTO/
FTA Watch, the meeting of AIDS NGOs with the Prime Minister during the XV International AIDS
Conference-Public Education, and the National Health Assembly. Political engagement would include
making the negotiators aware of the implications that the Agreement might have on essential
government policies, e.g. those aimed at universal health coverage and universal access to
antiretrovirals (ARVs), and negotiating a higher health budget. The health budget has grown from
4% to 10% during the period 1984 to 2003. This could be achieved only by sustained economic
growth and development.

Dr Suwit Wibulpolprasert
Senior Advisor on Health Economics,

Ministry of Public Health, Thailand

The Thai–US Free Trade Agreement: Intellectual property
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The Royal Government of Cambodia had applied for accession to the WTO in 1994. It was officially
admitted as a member on 11 September 2003 at the fifth WTO Ministerial Conference held at
Cancun, Mexico. The ratification process was completed on 9 September 2004, and Cambodia
became the 148th WTO Member on 13 October 2004.

Cambodia’s WTO accession negotiation on tariffs took health protection into account. There
were low bound rates for pharmaceutical products, while reasonably high bound rates were set for
products harmful to health, such as cigarettes and wines. Restrictive measures on advertisements for
products harmful to health needed to be worked out.

As regards the outcomes of negotiation on goods, the general average bound rate for goods is
19.9% and the applied rate 16.5% (2003). On tariff for pharmaceutical goods (EU interest), the
bound rate varied between 7% and 10% (mostly), and was 35% on a few items, e.g. 10% for special
medicines for cancer/AIDS. The applied rate was 0% (2003). There was limited domestic production.
The policy was to help the poor to buy medicines at cheap rates.

On tariff for cigarettes (Japan interest), there was a bound rate of 50%, and an applied rate of
35% (2003). Additional internal taxes would also apply. The existence of domestic tobacco production
made it hard to justify health reasons during the negotiations. Bound and applied rates were higher
than those for other products for reasons of revenue and health protection. On tariff for wines/
alcohol (US, EU and Australia interest), the bound rate was 40% or 60%, depending on whether the
alcohol content was below or above 15%, and the applied rate was 35%. Additional internal taxes,
such as excise and VAT, also applied. The higher bound and applied rates were due to reasons of
revenue and health protection. Advertising services were restrictive to the WTO until December
2008 as no law or sub-decree was in place. However, in practice, there was no restriction on
advertising except on cigarettes, which required the display of a clause, ‘Cigarette smoking is harmful
to health’.

On import licensing for pharmaceuticals, firms registered with the Ministry of Commerce had
to register again with the Ministry of Health (MOH) as importers of pharmaceutical products. Imported
pharmaceutical products had to be registered with the MOH, and a charge applied per product.
License had to be obtained for every consignment, which would be valid for 6 months. As this was
restrictive and violated the National Treatment (NT) principle, the law needed amendment before
1 January 2005.

Cambodia would fully implement the TBT Agreement from 1 January 2007 and the SPS
Agreement from 1 January 2008. As required by the WTO, TBT and SPS enquiry points have been
established for the dual purpose of providing information to WTO members, and providing TBT/
SPS information of WTO members to Cambodia’s exporters. Cambodia would be most likely to
adopt international best practices developed by international organizations, including the Codex
and ISO.

Cambodia’s experience of TRIPS and access to medicines

Mr Ke Sovann
Deputy Director, Ministry of Commerce,
Royal Government of Cambodia
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On the TRIPS Agreement, Cambodia’s objective was to have adequate IP laws/regulations as
well as strong enforcement measures in place to protect producers as a key to attract investors. A
number of laws were adopted such as those for Trademark, Patent and Copyright. Some others
have been drafted and put on the agenda for adoption. Cambodia would implement the TRIPS
Agreement no later than 1 January 2007 with the interpretation that Cambodia had the legal right
to use the Doha Declaration related to TRIPS and Public Health (no patent protection for generic
medicines until 2016 which was included in Article 136 of Cambodia’s Patent Law). This would
strengthen the mechanism of and measures for enforcement, including cross-border measures.
Illegal counterfeit products, including pharmaceuticals, were a big loss to the economy and harmful
for consumers, and measures were required to tackle this.
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Access to medicines is part of the human right to health and essential medicines cannot be regarded
as simply another commodity. Their affordability is a public health priority. Adequate and appropriate
incentives are needed to promote R&D for the development of new and affordable medicines.
Together with affordable prices, rational selection and use, adequate sustainable financing, and
reliable health and supply systems are required for providing access to essential medicines. Too
many people have to do without such drugs; over a third of the world’s population does not have
regular access to them. In Africa, less than 50% of the population has such access.

Mr Kofi Annan, Secretary-General of the United Nations, gave a clarion call at the WTO
Ministerial Conference in Cancún in September 2003, to replace ’too much closed-door decision-
making, too much protection of special interests’ with ’global rules negotiated by all, in the interest
of all, and adhered to by all’, so that the number of victims, who can be counted in the billions, can
be minimized.

The pricing of ARVs to tackle the HIV epidemic is among the major areas of tension in relation
to the TRIPS Agreement and Public Health. Developing countries such as Colombia, Peru and
Thailand, have called for bilateral trade agreements/intellectual property restrictions. The Global
Fund had received only US$ 2.104 billion in contributions as of December 2003, just a small
fraction of the projected requirement of US$ 12 billion by the year 2005.

The Doha Declaration on the TRIPS Agreement and Public Health respects WTO members’
rights to protect public health, particularly the right to have access to medicines for all. The public
health safeguards in the TRIPS Agreement/Doha Declaration include parallel imports, exceptions to
exclusive rights (‘Bolar exceptions’), compulsory licences (CLs), noncommercial use by governments
and extension of the transition periods of governments that have recently acceded to the WTO.

Among the reasons why governments have not been using the Doha Declaration and the
Decision of 30 August 2003 on the implementation of paragraph 6 of the Declaration are a lack of
knowledge/technical expertise and the need to amend national laws. Also, governments are waiting
for funds (from the Global Fund) to be disbursed or made available. External pressures or barriers,
such as obligations under free trade agreements and the use of TRIPS flexibilities, serve as other
deterrents. A recent study of the legislation passed on intellectual property in 11 Latin American
countries found that most countries had not adequately incorporated the full range of TRIPS flexibilities
into their national legislation.

It is debatable as to whether the Decision can be considered a good solution. However, certain
positive developments have emerged from it. These include the declaration of emergency by
Zimbabwe in 2002 to allow the use of CL, the Malaysian Government’s use of the provision to
import ARVs in 2003, the issuing of CL for the production of ARVs by Mozambique and Zambia in
2004, the amendment of national laws by Canada and Norway in 2004, and those being considered
in the European Union, Switzerland and India (on the implementation of paragraph 6).

Globalization and access to medicines:
From Cancún to where?

Dr Germán Velásquez
Associate Director, Technical Cooperation for Essential Drugs
and Traditional Medicine, WHO



Compilation of Presentations made at the Inter-regional Workshop 47

The post-2005 production of generics depends on several factors, such as the effective use of
TRIPS-compliant public health safeguards, including the 30 August 2003 Decision, economic
incentives for production under CL and the possible full use of transition periods (2016).

Bilateral and free trade agreements have some common provisions which augur well for the
health sector. These include the extension of patent terms with compensation for delays, restrictions
on the use of compulsory licences, mandatory five-year data exclusivity periods (Article 39 of the
TRIPS Agreement), patent-drug regulatory authority ‘linkage’ requirements, restrictions on the use
of international nonproprietary names for medicines, limitations on parallel imports and an expanded
definition of patentable matter.

The three years or so of negotiations since the Decision have witnessed the emergence of
many new actors – NGOs, the media, UN and other agencies. The legal trade debate has raised
ethical questions centred around human rights, and the response is still insufficient and extremely
slow. The debate must veer around to focusing more on the ethical aspects of the problem: the
provision of essential drugs as a matter of doing public good, access to essential drugs as a human
right, and promoting R&D on alternatives with a view to addressing real health problems. The issues
of data protection, linkages between patents and registration, and the restoration of patent terms
also need further consideration in this context.

Since 1999, three World Health Assembly resolutions have given WHO the mandate to assist
Member States to develop medicines and health policies related to international trade agreements;
to monitor, analyse, study and report on the implications of international trade agreements on
health; to produce an analysis of intellectual property rights, innovation and public health, including
appropriate funding and mechanisms for the provision of incentives for the creation of new medicines;
and to encourage bilateral trade agreements that take into account the options for flexibility under
the TRIPS Agreement. For policy guidance and support for accessing information, governments can
refer to the speeches of the Director-General, the WHO Medicines Strategy 2004–2007, and over
20 WHO publications and related documents on the subject.

WHO’s programme of work on pharmaceuticals and trade focused on guidance on mechanisms
for containing the costs of essential medicines, including ARVs; training and briefings on TRIPS
safeguards; advice on the revision of national pharmaceutical legislation (as in the cases of Brazil,
Cambodia, China, Colombia, Indonesia, Kenya and Thailand); cooperation with international
organizations; and the organization of interministerial meetings (involving the departments of health,
and trade and patent offices) on globalization, intellectual property rights and access to medicines.
The meetings organized included national meetings, meetings among the members of the Association
of South-East Asian Nations (ASEAN) and Southern African Development Community (SADC), and
WHO regional meetings.

WHO has also made continuous efforts to monitor the effects of globalization on access to
medicines. The 2003 World Medicines Survey includes a section on intellectual property rights and
marketing authorization, together with an analysis of the responses received from 145 Member
States. The network for monitoring the impact of globalization and TRIPS on access to medicines
defines standard monitoring tools, methods and selected indicators, and makes available the data
collected from 12 countries on the use of TRIPS safeguards. This network includes four WHO
Collaborating Centres, one each in Brazil, Spain, Thailand and the UK.

WHO’s work on intellectual property rights and access to medicines is crucial for the success of
the 3x5 Initiative and the new priorities of the WTO. WHO, UNAIDS and Médecins Sans Frontières
(MSF) have jointly brought out a new publication, entitled Determining the patent status of essential
medicines in developing countries.
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The countries whose transition periods ended on 1 January 2005 are likely to face several
challenges. These countries are Cuba, Egypt, India, Kuwait, Pakistan, Paraguay, Tunisia, the United
Arab Emirates and Uruguay. Notably, the implementation of pharmaceutical patents in India may
have significant consequences, including for those countries that import medicines from India.

Prospects for generic production still exist in the post-2005 phase, as generic production of off-
patent drugs is not affected. Mailbox provision and EMRs apply to products patented after January
1995. The availability of generic drugs in the post-2005 phase depends on how effectively a country
can use public health safeguards that comply with TRIPS (including the 2003 Decision). The other
determining factors are the economic feasibility of producing these drugs and the incentives offered
under CL to generic producers, besides the modification of national laws in the exporting and
importing countries. The extent to which governments make use of the transition period (up to
2016) is another factor that will influence the production of generics.

The World Health Assembly Resolution WHA56.27 expresses ‘concerns about the current
patent protection system, especially as regards access to medicines in developing countries’. There
is a need to enhance the transparency and efficiency of the present patent system. Public investment
is required for the development of new medicines and, as mentioned earlier, it is important to
explore alternatives to promote R&D for new essential medicines.
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Dr Nick Drager
Senior Adviser, Department of Ethics, Trade,

Human Rights and Health Law, WHO, Geneva

Trade in health services and GATS:
Implications for health policy

Trade in services has been growing at a very fast rate over the past two decades, partly as a result of
globalization and the accompanying trend towards liberalization. The liberalization of trade in services
can impact on the access, quality, equity and efficiency of services. Hence, in the context of health
services in particular, countries should carefully consider the policies and regulations to be adopted
to ensure that liberalization of trade enhances equity in health services and is in the interest of those
in the greatest need. Collective action may be needed across countries, at the regional and global
levels to take advantage of the emerging global opportunities to mitigate potential risks. Such action
would necessitate working towards coherence in policies.

GATS is the first ever set of multilateral, legally enforceable rules covering international trade in
services. Its creation was one of the landmark achievements of the Uruguay Round (that created the
WTO), and it came into force in January 1995. The main objectives of the Agreement, which was
inspired by essentially the same objectives as its counterpart in merchandise trade, GATT, are the
improvement of trade and investment conditions through multilaterally agreed disciplines; stabilization
of trade relations through policy bindings on a Most Favoured Nation (MFN) basis; and achievement
of progressive liberalization through subsequent rounds of negotiations.

A complex legal agreement that has borrowed from existing international trade law to create
new rules for services, GATS has been the subject of significant controversy, especially with respect
to how the Agreement will affect health-related services and health policy. It has three parts: (i) the

Figure 1: Trends in growth of goods and services exports: 1980-2000
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main text, which contains general principles and obligations, (ii) annexures dealing with rules for
specific sectors, and (iii) individual country’s specific commitments to provide access to their markets.
It also has a fourth part, which lists the spheres in which countries are temporarily not applying the
MFN principle of non-discrimination.

While trade in health services could contribute to enhancing the quality and efficiency of these
services and/or increasing foreign exchange earnings, it has, in some cases, exacerbated the existing
problems of access, equity and financing, especially for the poor in developing countries. There are
also fears that the benefits of opening markets will be concentrated among the wealthy. However,
GATS allows countries the flexibility to manage trade in services in ways that are consistent with
their national health policy objectives. Additional or more rigid requirements could be imposed
under GATS on providers of foreign services. Effective regulatory frameworks could ensure that
private sector activity in the health system generates the expected benefits.

Services are one of the fastest growing areas in many economies (Figure 1), and many of them
play important roles in the protection and promotion of health. GATS, which provides a multilateral
legal framework for liberalizing international trade in services, can create numerous challenges for
people working in public health. The underlying structural conditions and the existing regulatory
policy and infrastructure in the health sector are the determining factors for the potential costs and
benefits of trade in health services. In other words, though trade in health services has both positive
and negative implications for equity, efficiency, quality and access to health care (Table 1), policy
measures have an important role to play in mitigating the adverse consequences and augmenting
the gains. In general, the pros and cons of various modes of trade in health services are as follows.

Mode 1, which involves cross-border delivery, such as through telemedicine and e-health,
makes it possible to deliver health care to remote and underserviced areas, and also promotes
equity. It alleviates some human resource constraints, allows for more cost-effective surveillance of
diseases, improves the quality of diagnosis and treatment, helps upgrade skills and facilitates the
dissemination of knowledge through interactive electronic means. However, given the lack of
infrastructure in telecommunications and the power sector, telemedicine may not be cost-effective.
It is a capital-intensive area, which might end up diverting resources from basic preventive and
curative services. If it caters to a small segment of the population, such as the urban affluent, it could
hurt equity.

Mode 2, which involves consumption abroad, with patients travelling across borders for diagnosis
and treatment, presents exporting countries with opportunities to generate foreign exchange earnings.
With these, they can increase resources for health, and upgrade their health infrastructure, knowledge,
standards and quality. Importing countries are enabled to overcome shortages of physical and human
resources in speciality areas, and receive more affordable treatment. However, this mode may
create a dual market structure and crowd out the local population, unless these services are made
available to the local population as well. It may divert resources from the public health system, and
entail an outflow of foreign exchange for importing countries.

Mode 3, which involves commercial presence in a foreign market in the form of establishment
of hospitals, clinics, etc. through FDI, joint ventures, alliances and mergers, helps generate additional
resources for investment in the upgradation of infrastructure and technologies. It reduces the burden
on public resources and creates employment opportunities. This mode can be classified into foreign
commercial presence in the hospital, education and health insurance sectors. It raises health service
standards, improves the quality of management, availability of services and education. The potential
barriers are the limitations imposed by the economic needs of some countries, more favourable
terms for local investors, ceilings on foreign equity, requirements for providing service through a
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Table 1: Oppurtunities and risks from GATS
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specific legal entity, and authorization and licensing requirements. Large initial public investments
are needed to attract FDI. If public funds/subsidies are used, it may mean a potential diversion of
resources from the public health sector. Also, this mode creates a two-tier structure of health-care
establishments, and there may be internal brain drain from the public to the private sector. A
‘cream-skimming’ phenomenon may occur, with poorer patients getting crowded out. While such
commercial presence may help harness more resources, it may create a separate system for rich
persons and leave poor persons uncovered, thus widening the gap rather than improving equity.
The country needs to weigh the benefits and risks carefully, with the help of a well-tested methodology.
The methodology suggested by WHO HQ and adapted for application by WHO/EMRO may be
considered by countries in other WHO Regions.

Mode 4 involves the movement of personnel, such as doctors and nurses. The country that
sends professionals to other countries benefits through the exchange of knowledge among
professionals, upgradation of skills and standards (provided the service providers return to the home
country), and remittances and transfers. The host country is able to overcome the shortage of health-
care providers, improve access and quality, and contain cost pressures. However, with permanent
outflows of skilled personnel, the country of origin may face brain drain, as well as loss of subsidized
training and financial capital invested. This may have adverse effects on equity, and the availability
and quality of services.

The seemingly contradictory nature of the impact of GATS on health policy, which is the
subject of an ongoing debate, makes it difficult for policy-makers to assess how the complex laws of
GATS may affect their work. While some consider the Agreement, which allows members to shape
their obligations according to their national needs, to be the best of treaties, others hold quite the
opposite view because it restricts a country’s right to exercise its policy on health.

Legally, when a health-related service falls within the scope of GATS, the Agreement’s rules
apply to it. This entails general obligations, specific commitments, progressive liberalization and
setting up a certain institutional framework (Figure 3). The scope of GATS extends to measures
affecting trade in services, for example, measures related to the production, distribution, marketing,
sale and delivery of a service. These measures can take the form of laws, regulations, rules, procedures,

Figure 2: GATS and Health Policy: Significant overlap
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decisions or administrative actions. GATS also applies to measures taken by central, regional or local
governments and to NGOs which are exercising delegated powers.

Considerable controversy had arisen about whether GATS applies to government-provided
services. The Agreement excludes ‘services supplied in the exercise of governmental authority’, and
experts disagreed on how broad or limited such exclusion should be. Till then, there had been no
interest in narrowing the extent of this exclusion. It was some time before negotiations could determine
whether it was necessary to introduce certain disciplines, as also the type of disciplines to be
introduced. Some provisions (the use of MFN, market access (MA)/NT in commitments) did not
apply with regard to government procurement, or in the matter of hiring of temporary foreign
nurses by a government’s health department to address shortages in public hospitals. In the area of
subsidies, there are no specific disciplines to date. Negotiations can help introduce disciplines to
avoid the distorting effect of subsidies on trade.

In the ‘House of GATS’ (Figure 4), trade liberalization, preservation of the right to regulate
services and a multilateral framework form the superstructure; commitments to market access and
NT commitments form the side walls; exceptions form the back wall, and dispute settlement the
floor. The general obligations and disciplines, which form the front wall, entail substantive duties
and procedural duties.

There are rules that affect domestic regulatory powers linked to specific commitments. Article
VI:5 on domestic regulations requires that licensing, qualification and technical standards should
not be applied in a manner which is not transparent, is unnecessarily burdensome, and which could
not have reasonably been expected at the time the specific commitment was made. Article VIII, on
monopoly service providers, regulates how a WTO member may grant monopoly or exclusive
service rights in a sector covered by a specific commitment.

While Article VI:4 requires WTO members to engage in negotiations to develop disciplines on
licensing, qualification and regulations on technical standards, no negotiations have taken place, or
been proposed, on disciplines affecting a health-related service. The Article requires that the disciplines
must try to ensure that regulations are based on objective and transparent criteria, are not unnecessarily
burdensome and, in the case of licensing procedures, are not in themselves restrictive to the supply

Figure 3: Legal architecture of GATS
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of services. Procedural duties include the duty to provide information, establish governmental
procedures, and participate in negotiations and/or consultations.

At present, the impact of the general obligations and disciplines of GATS on health policy is not
significant or worrisome. The number of general obligations, which are universally binding, is not
large. The low level of specific commitments made in health-related sectors may be obscuring the
possible future impact of general obligations which are linked to specific commitments. More concerns
are likely to arise as the level of these commitments rises, with much depending on their nature,
and as WTO members negotiate multilateral disciplines on trade in services.

Liberalizing under GATS means undertaking specific commitments to be recorded in national
schedules on market access and NT. Members can choose the sectors in which they want to undertake
commitments (GATS does not require the liberalization of health services). The absence of
commitments does not necessarily mean the absence of trading opportunities. Commitments do
not affect nondiscriminatory domestic regulation, government decisions on procurement, private
commercial actions, and scheduling and modifying specific commitments.

National schedules of specific commitments form part of the binding treaty, so the drafting of
such schedules is very important. Also, GATS contains rules that make modifying schedules of
specific commitments difficult, as they require compensation to those WTO members adversely
affected by the modification(s).

Under specific commitments, countries can decide which service sectors they want to allow
foreign suppliers to enter and under what conditions. These commitments guarantee the minimum
treatment offered to other WTO members in individual schedules. However, countries have the
freedom to offer better treatment if they wish to do so. A list of 12 service sectors (160 subsectors)
has been developed, though its use is not obligatory.

Figure 4: The ‘House that GATS built’
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The Thai–US Free Trade Agreement: Intellectual property

The ministries of health, finance and commerce may have to review relevant instruments and
documents, and carry out test reviews. They would have to consider both qualitative and quantitative
issues, including issues of scale, in the course of any such review. While assessing the value of trade,
they would also have to consider how it would affect health services, especially access, affordability
and equity.

The health sector comprises (i) health-related and social services, such as hospital services,
other human health services, social services; and (ii) professional services such as medical and
dental services, and paramedical services, such as those provided by midwives, nurses and
physiotherapists. There are four possible modes of making commitments. Commitments can be
made for each sector or covering a single mode of supply across all sectors listed in the schedule
(unless otherwise specified). Horizontal commitments can be used to include important conditions,
which apply to all sectors in the schedule. Countries can also make commitments regarding the
level of market access and national treatment for each service sector or subsector and for each
mode of supply. They would then have to inform foreign suppliers about the access they would be
allowed to the market and any special conditions that would apply to them as foreigners.

The three main choices are (i) full market access and/or NT for a particular mode – that is, to
maintain no restriction – indicated in the schedule by ‘none’, (ii) no commitment to provide anything
on MA/NT for a particular mode – unbound, and (iii) partial commitments for MA/NT – listing
restrictions.
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In terms of market access, commitments set out the conditions under which foreign suppliers
are allowed to enter the market. Countries could choose to place no restrictions on market access
(none) or to make no commitment (unbound) or to allow access subject to limitations and conditions
(partial commitment).

Restrictions on market access can be maintained only if listed in the schedule. They can apply
to both nationals and foreigners, or only to foreigners. There may be restrictions on the number of
service suppliers (e.g. hospitals); the total value of service transactions or assets (e.g. foreign private
clinics must not have assets worth over US$ 50 million); the total number of service operations, or
the total quantity of service output (e.g. the number of surgical operations or hospital beds); the
total number of ‘natural persons’ who might be employed in a particular service sector, or that a
service supplier might employ (e.g. the number of doctors and nurses employed); or the requirement
of a certain type of legal entity or joint venture for the supply of a service (e.g. a foreign private clinic
must enter into a joint venture with a local clinic to access the market).

There are some limitations on the participation of foreign capital in terms of a maximum limit
on foreign shareholding, or the total value of individual or aggregate foreign investment. For foreign
private clinics, the limit is 30% of the equity in the newly established private clinic. Foreign services
and service suppliers are to be granted treatment that is no less favourable than that accorded to
similar national services and service suppliers.

There is no specific list of national treatment limitations. Members must judge for themselves
whether a measure breaches national treatment and must be scheduled. For a measure not to be
considered discriminatory it must be genuinely open to both nationals and foreigners to fulfil, e.g.
language proficiency should not be a limitation. Some measures that may need to be listed in the
schedule as limitations include eligibility for subsidies reserved for nationals; the ability to own land
reserved for nationals; and citizenship requirements for certain health professionals.

Four policy issues need careful consideration in the negotiation process under GATS. The first
concerns whether to involve the public sector, the private sector, or both, and in case the private
sector is involved, the extent to which it can participate in the provision and financing of health
services. The second issue is whether to allow participation by foreign service suppliers. The third is
whether it would be more beneficial to make GATS commitments, Regional Trade Agreements
(RTA) or bilateral agreements. Lastly, the government must consider what regulations to put in place
before opening the market, for while liberalization does entail the removal of some restrictions it is
not synonymous with deregulation.

The threshold issues which have to be considered include the reasons for inviting foreigners,
e.g. whether it is to increase efficiency via competition, or a short-term measure to meet key shortages,
or a means of accessing other technologies or skills, or augmenting the services available. Ensuring
quality, and the possible impact on the local system are other issues to be considered. Many of the
issues involved may pertain to both national and foreign sector involvement. However, GATS is
concerned only with foreign involvement and not privatization per se.

As regards the choice of agreements, or whether to settle for GATS, RTAs or bilateral agreements,
it must be remembered that trade, and the regulatory challenges that accompany it, will be there
with or without GATS. While many policies related to managing trade fall outside the scope of
GATS, commitments under the Agreement attract FDI. A country weighing the pros and cons of
GATS must consider the merits of flexibility versus certainty, and global versus regional interests.
Countries contemplating the prospect of further liberalization would do well to keep in mind that
liberalization is not just a matter of deregulation; it often entails re-regulation. It is harder to regulate
a liberalized market, but the failure to do so may encourage monopolies. The task of underpinning
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liberalization with appropriate regulation poses a huge challenge for some countries, and partly
depends on their enforcement capacity.

It would be useful to keep the following 10-step guide in mind while making commitments
under GATS. One can stop at any stage.

(1) Work out exactly what any request or offer made at the negotiating table boils down to:
Governmental services are excluded. There is no unfinished business at the moment on
government procurement or subsidies

(2) Decide whether to exclude health services from the country’s GATS commitments: This
means thinking about the basic obligations that still apply, and the substantive and procedural
duties involved.

(3) If a country wants to make or request commitments, it must decide how to define the
scope of the health services that it wants the request or offer to cover: This could be done
according to W/120 of WTO, which lists 12 sectors and 160 subsectors; the Central Product
Classification (CPC) of the UN; or the country’s own definition. Some WTO members
underline the private-sector nature of the services for which access is being offered.

(4) Decide whether all ways of delivering health services should be included in the request or
commitment, or whether any existing or new horizontal commitments might be relevant.

(5) Decide on the kind of commitment to be made and the kinds of conditions to be placed on
foreign suppliers: This would entail determining the extent of market access (whether it
would result in monopolies), and deciding on NT in the matter of subsidies. The country
will have to determine whether a commitment necessarily means liberalization, when the
commitment starts and, if it is a developing country, whether it should liberalize. In summary,
the country can exclude all or some health services, exclude some modes of supply, limit
market access, impose additional conditions on foreign suppliers, treat certain foreign
suppliers better than others (in case of RTA or MFN exemption), commit to less than
current access, commit to liberalize in the future, and, in the case of developing countries,
open fewer sectors and attach conditions.

(6) Determine whether other general obligations ‘kick in’ once a commitment is made on
health services: The country should be sure that it is ready to comply with the procedural
measures it will be required to take, such as ensuring transparency in notifying new or
changed measures annually to the WTO; taking timely decisions on authorizations; ensuring
reasonable, objective and impartial administration of measures; and, for professional
services, establishing adequate procedures for verifying competence.

(7) Consider the impact on the regulation of health services: GATS recognizes the right to
regulation and to the introduction of new regulations. Foreigners can be subjected to
additional regulatory requirements, e.g. foreign doctors can be required to undertake an
additional year’s training before being permitted to practise. When no commitment is
made, general obligations regarding transparency and MFN apply, and when commitments
are made, additional general obligations come in. Certain types of measures
(nondiscriminatory, denial of market access, requirements and procedures for licensing
and qualification, setting technical standards) could be subject to additional disciplines
developed under Article VI.4.

GATS does not require recognition of the professional qualifications of other members, or
the application of any particular standards. It allows members to recognize the qualifications
of some WTO members and not others, i.e. it permits countries to break the MFN rule in
this respect. WTO members must give notification of the agreements being negotiated on
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recognition and give other interested members the opportunity to prove that they meet
the standards.

(8) If a country changes its mind and no longer wants to keep a commitment: It can renegotiate
its commitments by making compensation, or suspend them if it is facing difficulties with
the balance of payments. Emergency safeguards are under negotiation. If the country is
challenged by another WTO member, it may need to justify its actions by citing exceptional
reasons, such as the need to protect human, animal or plant health.

(9) What may follow could well be progressive liberalization, and not an inexorable march
towards a free market: Future developments might show that a country will remain free to
keep its services sector closed to foreign suppliers. Developing countries could be allowed
the flexibility to extend market access progressively, in line with the requirements of their
developmental process. Conditions which fulfil their developmental objectives could be
attached when granting market access.

(10)Consider whether dialogue, consultation and coordination can help achieve the desired
health policy outcomes: The country has to see if it might need to regulate trade to achieve
its objectives, and whether it has the capacity to enforce such regulation.

As for the coordination of domestic policy, the country has to decide on the mechanism to be
adopted for the purpose. For example, it must judge whether it wants to function through working
groups and contact points; if the health authority is to be involved in discussions on all sectors, or just
those pertaining to the health sector; the degree of mutual understanding and the steps required to
improve it (meetings, seminars, papers, joint consultations). Follow-up mechanisms have to be put in
place for data collection, monitoring, and so on. Mechanisms are also required to accommodate the
activities of international organizations such as the World Bank and International Monetary Fund
(IMF).The possibility of involving national groups in the process would need to be explored as well.

Negotiations on services, as mandated by GATS, started in 2000. Their purpose is to achieve a
progressively higher level of liberalization while giving due respect to national policy objectives and
levels of development, together with allowing for flexibility for developing countries. The round of

Figure 6: Sector focus for current commitments
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negotiations on liberalization held in 2000 touched upon (i) the evaluation of requests from other
countries for, and offers to other countries of, specific commitments for market access and national
treatment, and (ii) negotiations on GATS rules.

Negotiating guidelines and procedures were adopted in March 2001. There was no a priori
exclusion of any sector or mode, and no change to the structure and principles of the GATS.

According to the negotiating timetable set forth in the Doha Ministerial Declaration, initial
requests were to be submitted by the end of June 2002, and initial offers by the end of March 2003.
The Cancun meeting in 2003 (Figure 6) took stock of the progress and decided that the negotiations
be concluded no later than 1 January 2005, as part of the Doha Development Agenda (DDA) single
undertaking. In August 2004, the General Council decided to intensify negotiations on rules and
revised offers. The review of progress and full report was prepared in time for the Sixth Ministerial
meeting at Hong Kong in 2005.

As for progressive liberalization of health policy, WHO members will have to decide whether
to liberalize trade in services, including health-related services, through market access and NT
commitments.

From the perspective of health policy, the following principles would help in managing the
GATS process.

(1) Liberalized trade in health-related services should lead to an optimal balance between
preventive and curative services.

(2) The involvement of both private industry and civil society is important to ensure that
liberalization of health-related services promotes a participatory health policy.

(3) Liberalization should be aimed at making health-related services more accessible and
affordable.

Figure 6: Sector focus for current commitments
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(4) Developing countries, and LDCs in particular, deserve special consideration in the process
of liberalization.

(5) The perception of health as a human right should inform and guide the proposals for
liberalization.

Managing the GATS process in the sphere of heath warrants an assessment of the following key
questions.

• To what extent is the health sector already open to foreign service providers and what kind
of regulatory concerns have been posed by existing foreign competition?

• Do the commitments fit the strategies and directions identified by national health policy?

• What effect would the commitments have on government-provided health services?

• What regulatory burdens would the commitments create for the government in health-
related sectors?

• Would the commitments eliminate or weaken regulatory approaches that are necessary
for the protection and promotion of health?

• What evidence and principles should be taken into account for analysing the possible
effect of the commitments?

• Can commitments be crafted to both protect health policy and progressively liberalize
trade?

A more detailed list of the points to be considered in country assessment is as follows.

• Amount/value of exports and imports of health services in each mode

• The existing barriers to this trade

• The party whose objectives or interests are being served by these barriers

• Current national policies governing this trade: multilateral, regional and bilateral
commitments

• Potential gains/losses that could result from changes in this trade (changing barriers to the
import or export of health services)

• Import/export goals – how far liberalization/restriction should go; to/from which countries

• Complementary domestic polices/regulations to mitigate the adverse effects and take
advantage of opportunities – more opening/privatization; stronger regulatory system

• Liberalization in related sectors – financial, professional, education, telecommunications,
environmental services

• What should be legally bound

The following checklist might be of help in making decisions on trade in health-related services.

• Identify a focal point within the Ministry of Health to deal with matters relating to the
trade.

• Establish contacts and systematic interactions with the trade ministry and other key ministries,
and with representatives from private industry and civil society.

• Collect and evaluate information on the effect of the existing trade in health-related services
in the country.

• Obtain legal advice on GATS and other international agreements which may affect trade
in these services.
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• Develop a sustainable mechanism for monitoring the impact of such trade.

• Utilize the assistance provided by WHO on matters concerning such trade.

• Make a thorough assessment of all requests for, and offers of, liberalization.

The WHO recommendations in this regard focus on four aspects.

(1) Get your house in order: National stewardship of the health system in the context of GATS
requires a sophisticated understanding of the effects of the existing trade in health-related
services, and the bearing this may have on future agreements.

(2) Know the whole house, not just select rooms: As trade in health services under the GATS
process can affect other related sectors, the health ministry must appreciate the importance
of adopting a comprehensive outlook (Figure 8).

(3) Remember who owns the house: GATS provides countries with choices and does not force
them to make commitments to liberalize that are not in their best interests. If a country is
unsure about the effects of making specific commitments, it is fully entitled to turn down
legally binding commitments to liberalize, or to liberalize unilaterally without making binding
commitments.

(4) Home improvement means health improvement: Health principles and criteria should be
the driving force behind policy decisions in this sphere.

There are virtually no empirical studies (with respect to the health sector of different countries)
on the impact on equity, access or quality of either (i) trade in health services and services closely
related to health care, or (ii) countries’ GATS commitments, or other forms of trade liberalization
through unilateral, bilateral or regional action. Also, there is a lack of valid, reliable and internationally
comparable data on trade in health-related services. It is generally believed that such trade is growing,
but the extent of growth is not known. There is a need to collect and evaluate relevant and credible

Figure 8: Scope of analysis
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information in this area. Also, a sustainable mechanism must be developed for monitoring the
impact of trade in health-related services, in general and under the GATS 2000 process in particular.

Several issues have to be kept in mind while examining the macroeconomic and trade
environment. For instance, the following may be considered while negotiating in Mode 4.

According to the WTO, only health services, hospital services and allied human services are
included under medical services. Medical transcription does not come under medical services, but
under IT-enabled services, and health insurance falls under financial services. There is a general
feeling that the definition of health services under GATS needs review/revision. Traditional or
indigenous systems of medicine (ISM), such as Ayurveda and Siddha, are dealt with under national
legislation and excluded from GATS.

Negotiations on GATS’ rules and regulations are going on in the WTO. There are 14 conditional
offers on the table. The discussion on medical services is extremely limited, compared to that on
other sectors. Some countries are focusing on only some aspects of trade in services, e.g. Canada
has not put health services on the table.

Other issues that are important are to what extent does government carve out or apply, general
exception to health-what flexibility in implementation, potential new disciplines, such as domestic
regulations, government procurement, emergency safeguards and subsidies, and new commitments
in health and other sectors such as insurance, telecommunications, transport and water.
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Dr Gado Tshering
Director of Health Services, Ministry of Health,

Royal Government of Bhutan

Bhutan’s experience with Mode 2:
Patient referrals abroad

In Bhutan, the Royal Government provides free health-care services at all levels. Patients who
cannot be treated in the country are referred abroad at the cost of the government, irrespective of
their economic status. It has been found that referring patients outside the country is more cost-
effective than setting up services such as those required for open heart surgery and cancer
radiotherapy.

Of the patients referred outside, 90% are sent to India, and the remaining 10% to Thailand.
There is a well-defined referral protocol with the national referral committee, represented by senior
specialists of the country, and set referral guidelines. Kidney transplant cases, in addition, require
the approval of the Ministry of Health.

During 1999–2000 to 2002–2003, 2489 patients were referred for treatment outside Bhutan
at an expenditure of 191,021 million Nu (US$4,245 million). Of the 691 patients referred abroad
during 2002–2003, 74 were civil servants, and 63% were in the age group of 20-59 years. In 2002–
03, air (41%), bus (35%) and train (22%) were the preferred modes of transport while going for
treatment. While returning after treatment, preferred modes of transport were bus (70%), air (16%)
and train (13%). Of the 59,004 million Nu (US$ 1311 million) spent in 2002–2003 on patients
referred for treatment abroad, 80.6% was on treatment, 10.4% on air travel, 6.9% on daily allowance,
and 2.1% on land travel.

On analysing disease categories according to the International Classification of Diseases (ICD)-
10, the top ten groups were found to be malignant neoplasms (14.5%); in situ neoplasms (6.9%);
chronic rheumatic heart disease (5.6%); disorders of the gallbladder, biliary tract and pancreas (5%);
urolithiasis (4.8%); benign neoplasms (3.3%); head injuries (3%); renal failure (2.6%); polyneuropathies
(2.3%) and cerebrovascular diseases (2.1%). In terms of expenditure, renal failure accounted for
13.8%; followed by malignant neoplasms (11.5%); chronic rheumatic heart disease (9.5%); disorders
of the gallbladder, biliary tract and pancreas (5.1%); and in situ neoplasms (4%).
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India’s experiences with Mode 3

Mr B. P. Sharma
Joint Secretary, Ministry of Health and Family Welfare,
Government of India

India’s Mode 3 commitments in all sectors are horizontal. In case of collaboration with public sector
enterprises or government undertakings as joint venture partners, preference in access is given to
foreign service suppliers/entities offering the best terms for transfer of technology. In hospital services,
this collaboration and access is available only through incorporation with a foreign equity ceiling of
51% (market access) and unbound (national treatment). In insurance and insurance-related services
(nonlife), unbound (market access) and unbound (national treatment) is available.

As per information available with the Ministry of Health and Family Welfare, between January
1991 and May 2001, India had accorded foreign investment approval to the tune of Rs 5639
million (US$ 120 million) on 62 applications for setting up hospitals or diagnostic centres in the
country. Nonresident Indians accounted for 36% of this investment followed by investors from
Mauritius (20%), the USA (18%), UK (12%), Singapore (4%), Germany (3%) and Canada (3%). The
hospitals actually set up were much fewer than the number of approvals and the impact was not
significant. Unless there is potential for profit, foreign investment is unlikely to be attracted.

There is some concern that foreign commercial presence is likely to benefit only the affluent
segments, that it may flow to areas where there is already adequate investment leading to over-
supply. There is a possibility of internal brain drain, though external brain drain may reduce to a
certain extent. Without a regulatory framework, foreign presence may not lead to overall equity/
efficiency in the health sector. Serious consideration should be given to developing mechanisms for
channellizing gains in other sectors to the health sector on account of concessions in this sector.
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The GATS schedule is part of the reason why Vanuatu did not join the WTO in 2001. The Ministry
of Trade considered most offers, particularly those in the social sectors, too liberal. Around 13%
(US$10 million) of the national budget is spent on health and there is a great deal of overseas
assistance in this area. The government was worried about national treatment for hospital services
under Mode 3 (commercial presence), which increased the prospect of providing similar terms to
private foreign companies as for local service providers. This was clearly impossible. A number of
special health concessions were given to voluntary agencies and donors.

In the original GATS schedule for hospital services, there was no limitation for national treatment
under Mode 3. It is proposed to make this unbound. While Vanuatu would find even this difficult to
achieve, it is an important issue for the country. As regards market access, about a fourth of Vanuatu’s
population of 200,000 operates in the cash economy. The per capita income is about US$ 1200
and the GDP about US$ 240 million. The market is too small to attract serious foreign investment,
and the health services sector is split among the 83 islands of the archipelago. If ‘fly-by-night’
operators, who move in for short periods before leaving, are allowed to invest in the hospital
services sector, these companies can damage an essential public service. Vanuatu would, therefore,
like to leave Mode 3 unbound under market access.

Vanuatu is trying to restart bilateral discussions with the USA. The negotiating team of the
country is too small to deal with more than one bilateral discussion at a time, and it is expected that
other members of the working party—Europe, Canada, Japan, New Zealand and Australia—are
likely to agree to whatever deal is struck with the USA. Until the negotiations with the USA are
completed, Vanuatu cannot join the WTO. There may also be a need for compromise. If amendments
in GATS and the health schedule, as well as in some other issues, are refused, the price of joining
the WTO may be too high for Vanuatu.

Vanuatu’s experience with Mode 3

Mr Viran Tovu
Senior Environmental Health Officer,
Public Health Department, Vanuatu
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Dr B. J. Suleiman
Director, Rational Drug Use, Ministry of Health,
Sultanate of Oman

Trade in health services and GATS
in the Sultanate of Oman

Introduction
The Sultanate of Oman is classified as an upper-middle income country by the World Bank, with an
annual per capita national income ranging between US$ 764 and US$ 9205. The Sultanate has a
population of 2,331,391 of which 1,779,318 are Omanis. Of the population, 41.2% are under 15
years of age and more than 70% live in urban areas.

The public health sector in Oman is well funded, well equipped and efficient. However, the
experience of introducing competition has shown that the private sector can fill gaps by providing
specialized services. At the same time, sections of the population that want exclusive services and
have the capacity to pay would benefit from private health services.

Oman is a member of the Gulf Cooperative Council (GCC), which includes, in addition to
Oman, Saudi Arabia, Bahrain, Kuwait, Qatar and the United Arab Emirates among its members.
The GCC countries had signed a Unified Economic Agreement in November 1981 and established
a free-trade area among themselves in 1983. The GCC free-trade area was transferred into a custom
union effective January 2003. This union also covers the services sector, trade and investment.

Oman has also entered into many bilateral trade and economic agreements with a number of
Arab and non-Arab countries which include Jordan, Tunisia, Syria, Iraq, Morocco, Islamic Republic
of Iran, Pakistan, Turkey, India, Australia, Ukraine, Portugal, the UK, Thailand and Russia. These
agreements, however, are of a general goodwill nature based on MFN treatment. They do not cover
the services trade and investment.

As a recently acceded member to the WTO in November 2000, Oman’s position on multilateral
trade liberalization of services under GATS has led to extensive commitments in the services sector,
going even beyond the commitments undertaken by developed countries in some cases. Oman
made commitments scheduled and bound in 10 sectors and about 100 subsectors of services including
all major and sensitive sectors such as professional services, banking and financial services, insurance
services, telecom services, distribution services, audiovisual services and transport services. Oman
has also agreed to allow branches of either foreign companies or wholly foreign-owned subsidiaries
in six sectors. Hence, there are very few market access (up to 70% foreign equity participation
allowed in most sectors) and national treatment limitations in Oman’s schedule. Oman did not
make any further commitments on services in the Doha round. The country may either not submit
an offer or submit only a token offer after assessing the level of commitment that other WTO
members are willing to make during this round of multilateral trade negotiations.

Oman’s main interests and concerns under GATS, in terms of specific sectors and modes, are
mainly in important financial, telecom and energy sectors. Foreign service companies wishing to
establish commercial presence in Oman can bring only 20% of foreign personnel from abroad for
each company.
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Effective from 1 January 2001, companies with foreign equity of up to 70% were subject to the
same rate of taxation as Omani companies. Effective from tax year 2003, tax rates have been made
uniform for all companies incorporated in Oman and permanent establishments in Oman of
companies incorporated in other GCC countries. The rate applicable is 12% on taxable profits in
excess of RO 30,000. In other words, Omani companies and foreign companies incorporated in
Oman are treated equally, without discrimination. This development is expected to encourage
foreign investors to invest in Oman.

Efforts are on to negotiate terms of trade in services including trade in health services by the
ministries of trade and commerce but are usually not well coordinated with the Ministry of Health
(MoH). This will have a negative impact on the expected health gains of globalization. Oman has
overcome this situation by establishing the Higher Committee for WTO Issues and the Ministry of
Health (MoH) is represented by a permanent member.

State of the domestic health-care system

Health expenditure has increased from RO 14.7 million (2.9% of government expenditure) in
1975 to RO 172.0 million (5.4% of government expenditure) in 2003. The per capita expenditure
is RO 73.4. High-quality, free public health services provide about 95% of the total health services
through 54 hospitals and 173 health centres distributed in different regions of the country, which
employ about 20,338 health workers. From 2 hospitals with 12 beds in 1970, the total number of
hospitals was 57 in 2003 with 5210 beds. The number of doctors has increased from 13 in 1970 to
3726 in 2003. The total health manpower is 23,137 of which 80.3% is under the MoH and 7.5%
are in governmental non-MoH institutions (Table 1). Non-Omani health service providers represent
39%, 48% and 95.4% in MoH, non-MoH and the private health sector, respectively.

Oman has a declared policy of ‘Omanization’ which enjoys support from highest levels of
authority in the country. Under this policy, local production in the allied health sciences has expanded
in the MoH, and more than 15 institutes have been established for this purpose. The result is
reflected in the improved ratio of Omanis, which has gone up to 61% despite the overall expansion
in health services.

The Sultanate of Oman is administratively divided into five regions and three governorates
with 59 wilayats. The MoH provides free health services through its health institutions for all Omani
nationals, GCC nationals and all public sector expatriates. There is a small annual registration charge
(US$ 2.85) and a nominal OPD visit fee (US$ 0.52), introduced in late 1990 with a view to rationalizing

Health manpower indicators 2003 2002 2001 2000 1995 1985 1975 1970 

Total doctors 3726 3536 3397 3258 2477 958 147 13 

Doctors (per 10,000 population) 15.9 13.9 13.7 13.6 11.8 6.9 1.8 0.2 

Total nurses 8580 8242 8014 7829 6036 2288 450 n/a 

Nurses (per 10,000 population) 36.7 32.5 32.3 32.6 28.9 16.6 5.6 n/a 

Total dentists 395 335 298 262 143 53 6 0 

Dentists (per 10,000 population) 1.7 1.3 1.2 1.1 0.7 0.4 0.1 0 

Total pharmacists 662 590 586 495 356 193 8 n/a 

Pharmacists (per 10,000 population) 2.8 2.3 2.4 2.1 1.7 1.4 0.1 n/a 
 

Table 1: Health manpower indicators (not including AFMS)

Source: Ministry of National Economy-http://www.moneoman.gov.om
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the use of the hospital facility. The latest scientific approaches have been considered by the MoH in
planning, monitoring and evaluating its health programmes and services (Table 2).

The public sector in Oman (MoH, Armed Forces Medical Services [AFMS], Royal Oman Police,
Sultan Qaboos University Hospital and Petroleum Development Oman [semi-governmental]) is
well funded, well equipped and efficient. It is estimated that 95% of the total population has access
to the public health system. Mobile medical teams of the MoH run outreach clinics (by road, sea
and air) in remote areas, providing for the remaining 5%. In fact, Oman has achieved the distinction
of being rated number one by WHO for improved performance in health system efficiency and
utilization of financial resources.

In implementing its health development plans, the organization of the MoH had to be adapted
to fit in with the strategies and objectives that were crystallized during 1990. These can be summarized
as:

(1) Regionalization of health services and decentralization of decision-making in specified
technical, administrative and financial affairs

(2) Emphasis on the role and importance of planning

(3) Development of education and training in health

(4) Emphasis on the importance of health systems research

(5) Emphasis on the importance of regional and international relations.

In addition to the MoH, other governmental organizations also provide health care for their
employees and dependents. These include the Ministry of Defence, the Royal Oman Police and
the Petroleum Development of Oman.

Table 2: Health programmes and services, 2003

Indicator

Population size

Population growth rate

Life expectancy at birth

Infant mortality rate (per 1000 live births)

Maternal mortality rate (per 100,000 live births)

Children below 5 years with protein–energy malnutrition
(rate per 1000 children below 5 years)

Diarrhoeal diseases (per child below 5 years per year)

Immunization in children one year of age (coverage %)

BCG

OPV3

DPT3

Measles

Hepatitis B (HBV)

2003

2,341,000

1.8

74 years

n/a

n/a

17.0

0.3

98.1%

99.9%

98.8%

97.9%

99.9%
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The private sector is small as compared to the public sector and caters mainly to expatriates
employed outside the government sector. It had approximately 2778 employees in 2003, which
represents about 12% of the total health manpower, three private hospitals (108 beds) and 631
private clinics. While specialized health-care-providing centres are located mainly in the capital,
general practitioners run clinics in urban as well as rural areas. The government encourages setting
up of private health-care facilities, which could, in the long term, reduce patient load in MoH
establishments. There are currently 324 private pharmacies in the country, each with a registered
pharmacist on the premises. Supply and distribution to the private sector appears to be compliant
with government regulations. A price control system was introduced in 2002 and, as a result, prices
of essential drugs in the private sector have fallen considerably. Prices are also consistent across the
Sultanate. All private hospitals, clinics, polyclinics, pharmacies and laboratories are subjected to the
licensing process of the MoH.

Oman finances its health system largely through the government budget. Table 3 indicates the
World Bank estimates and government statistics in 1999.

The public sector provides preventive, curative, promotive and rehabilitative services through
high-quality hospitals and health centres that cover the Sultanate. Health institutions run by the
MoH include regional hospitals that provide secondary and tertiary services to people of the region
in which it is located, wilayat hospitals that provide primary and secondary health care, and small
local hospitals that provide primary health care services to nearby villages. There are also three
types of health centres. Some provide only outpatient primary health care, others provide primary
health care and are also equipped with beds, and finally there are extended health centres that
provide primary health-care and have some specialized clinics. The number of health centres is
directly proportional to the size of the population in the region. Health services indicators have
improved throughout the past 30 years (Table 4).

With the expansion of health services provided by the MoH, there has been a growing trend in
utilization of such services over the years. Average daily outpatient visits have increased from 13,012
in 1980 to 28,431 in 2003. Omanis accounted for 96.54% of outpatients during 2003, the mean
number of visits for Omanis being 5.6 compared to 0.6 for non-Omanis.

The MoH embarked on five-year health development plans in 1976. Following an analysis of
the health situation, achievement of previous health plans, and problems and difficulties, the general

Table 3: Government statistics, 1999

Net public budget for health

Registration fees collected

Workman’s compensation

Road accidents

Net government subsidy for health

Net private revenues for health

Net sponsor/employer payments

Out-of-pocket expenditure

Total revenues to finance the health sector

RO million

156.6

1.4

3.1

0.5

151.5

36.4

17.8

18.6

193.0
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policy of the MoH for 2001–05 was formulated. A control programme for AIDS was established in
1987 and continued as one of the programmes in the fifth five-year health development plan
(1996–2000). A malaria eradication programme was started in 1991 resulting in a remarkable drop
in malaria cases by 1994. However, one year later malaria was imported from East Africa and the
Indian subcontinent. This led to the distribution of prophylactic drugs free of charge for travellers
and screening of arriving passengers. Private institutions were involved in early case detection to
cover cases coming from the Indian subcontinent. In 2003, there were 740 confirmed malaria cases
of which 732 were imported cases.

The Expanded Programme on Immunization (EPI) continues to strive for high immunization
coverage and reduction of communicable diseases, especially among children. Immunization
coverage at the national level was almost 99% during 2003.

The National TB Control Programme was initiated in Oman in 1981. In the beginning of 1996,
Directly Observed Treatment, Short-course (DOTS) was implemented all over the country. This
resulted in conversion and cure rates of more than 90% and a sharp decline in TB deaths. During
2003, there were 250 TB cases registered showing an incidence rate of sputum-positive TB of about
4.8/100,000 population compared to 300 cases registered in 1996 and 405 cases registered in
1991.

Trade in health services under the four modes of supply

Cross-border supply (Mode 1)

Electronic delivery of health services, tele-health, tele-diagnostic surveillance and consultation services
are not practised yet in Oman but there are plans for the future utilization of tele-health. The
ministries of commerce, national economy and health are involved in setting up regulations related
to data protection and the system for e-payment with the aid of a foreign consultant company.
Medical students and health workers are the first categories that will benefit from tele-education
and training. There are no restrictions on products and services available on the internet for personal
use. The infrastructure for information technology (IT), electricity and internet connectivity are very
efficient. Internet subscribers increased from 16/1000 population in 2001 to 22 in 2003. Almost all
cities and towns are connected to Omantel, the main internet service provider currently.

The MoH provides up to 80% of health-care services in the country. The Sultan of Oman’s
Armed Forces, Royal Oman Police, Petroleum Development Oman and Sultan Qaboos University

Health services indicators 2003 2002 2001 2000 1995 1985 1975 1970 

Number of hospitals 57 56 56 55 53 44 24 2 

Number of hospital beds  5210 5168 5200 5190 4564 3040 1000 12 

Hospital beds (per 10,000 total 
population) 

22.3 20.4 21.0 21.6 21.8 22.0 12.6 0.2 

Bed/doctor ratio 1.4 1.5 1.5 1.6 1.7 3.1 6.8 0.9 

Bed/Nurse ratio 0.6 0.6 0.6 0.7 0.7 1.4 2.2 n/a 

Number of health centres, clinics 
and dispensaries (governmental) 

173 172 166 161 163 130 51 22 

Number of private clinics 675 631 641 560 471 255 n/a n/a 

 

Table 4: Institutional capacity (health)
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also have hospitals, health centres and clinics. All concerned health workers have access to computers
and the internet. Recently, the MoH established a Directorate General for IT to train health workers,
and to design required programmes for electronic prescribing of medicines, storing clinical dates of
patients, etc. A considerable proportion of MoH institutions are computerized. There is no evidence
that e-health is being practised in the private sector. However, specialized private clinics and private
hospitals have computers and access to the internet.

Oman has no existing or proposed commitments in GATS Mode 1 in health services.

Consumption abroad (Mode 2)

The Sultanate has an official policy to sponsor Omani patients for treatment abroad after all possibilities
for treatment in the country have been explored. A duly constituted national committee of the
MoH examines every request for treatment abroad, and makes a decision based on objective
considerations. The number of people sent for treatment abroad was only 22 per 100,000 population
in 2002, down from about 59 per 100,000 population in
1977. The decline in numbers reflects the diminishing
importance of treatment abroad following the
development of health services in the country.
Upgradation of cardiac services resulted in a considerable
decrease in the number of cardiac patients sent for
treatment abroad, from 259 patients (1990) to only 32
(2002). The total expenditure on treatment abroad by
the MoH is given in Table 5. Patients are sent to the UK
(London), India and Germany.

Omani patients also go abroad for special treatment at their own expense while others may be
sponsored by government institutions other than the MoH. Information on this type of health-
seeking behaviour or sponsorship is not readily available. Health consumers are referred to India,
the UK, Jordan, Kuwait, the UAE and Germany.

Omani students are deputed by the government for undergraduate diplomas, graduate and
postgraduate degree programmes in other countries. In addition, there are students pursuing
education in the health professions at their own expense, while others are sponsored by
nongovernmental organizations (NGOs) and private individuals. The total number of medical students
seeking overseas education (as per the Ministry of Higher Education) for the year 2003/2004 was
1341 of whom 52.2% were sponsored mainly by government organizations, 47% were self-sponsored,
and 0.8% were sponsored by a private Omani company. Countries where students go at their own
expense include India, the UAE and Jordan. Those sponsored by government or private companies
get health education in the UK, Australia, the USA, Canada, New Zealand, and Kuwait among GCC
countries. Estimates of financial resources spent on health education cannot easily be obtained.

The inward movement of foreign patients into Oman for utilization of local health services is
not relevant at present. Development of health tourism by the private sector may be explored in the
future.

Foreign students receiving health education in Oman represent a very small percentage. These
students are from families working in Oman.

Oman has no existing or proposed GATS commitments in any health-related sub-sectors under
Mode 2.

Regarding government regulations for going abroad to avail of health services, there are no
restrictions imposed on private citizens going abroad for treatment. However, patients going for

Source: Directorate of Private Clinics, MoH

Table 5: Cost of treatment abroad

Year

2001

2002

2003

Expenditure

US$ 2,563,171.50

US$ 2,563,171.50

US$ 2,563,171.50
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treatment abroad at government expense require approval from the Treatment Abroad Committee,
which gives permission after all the possibilities of treating the patient locally have been explored.

There are no specific government regulations for foreign consumers of private local health
services. However, governmental health facilities provide treatment free of charge only for nationals,
non-national government employees and GCC citizens. Others have to pay the allocated fees.

There is also no restriction on going abroad for studies. Foreign students moving into the
country for local education in private schools are subjected to the regulations imposed by the
Ministry of Education.

Commercial presence (Mode 3)

Oman has committed to allow foreign suppliers to set up business in the form of joint venture companies
with at least 30% share going to Omanis for most sectors. However, Omani medicine and pharmacy
practice law states that the owner of a health institution must be Omani or a citizen of a GCC country.
It is therefore difficult to identify any FDI as all private hospitals, clinics, pharmacies and others,
whether owned by locals or by foreigners, are registered under the name of a local owner.

The only existing commitment under Mode 3 is in the hospital services (CPC 9311) where
foreign investment is permissible for hospitals having more than 50 beds. Currently, there are no
proposed GATS commitments. The health sector has been opened to FDI along the lines of other
service sectors. Perceived gains include the establishment of more private hospitals and clinics to
cater to the needs of special sections of the population, i.e. expatriates and more affluent Omanis.
The consequential benefit would be better and more prompt service for other Omanis from the
governmental health services because of reduced load. The Ministry of Commerce and Industry is
responsible for regulating FDI to the health sector. Even though commercial presence is allowed in
the form of joint venture companies only if the Omani share is not less than 30%, there is a trend to
allow foreign investment of up to 100%. While company registration takes place under the Ministry
of Commerce and Industry, licensing of premises and compliance with technical regulations as well
as licensing of technical personnel is the responsibility of the MoH.

Generally, wage levels provided by the public sector are higher and working hours are fewer
than in the private sector. However, the situation differs with senior consultants. The number of
local employees in the private sector is much less compared with foreigners. Recently, the MoH and
University Hospital gave permission to senior consultants and specialists to work in private hospitals
and specialized polyclinics outside working hours. This has resulted in an increase of national
consultants and specialists in the private sector.

Table 6: Health manpower by category in Oman (as on 31 December 2003)

Category Ministry of Health Non-MoH governmental  Private sector 

Doctors 2635 280 811 

Dentists 144 12 239 

Pharmacists 118 25 519 

Nurses 7319 699 562 

Assistant Pharmacists 604 25 154 

Physiotherapists 118 16 16 

Teachers/Tutors 218 0 0 
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Generally, public health services provided by the MoH, other non-MoH health institutions and
the University Hospital are of a very high standard, free of charge and accessible. It is, therefore, the
preferred service by locals and there is little possibility of shortage of health personnel or inefficiency
in access to the health system due to foreign commercial presence.

Movement of natural persons (Mode 4)

This is the most important mode where expatriates play a dominant role in health service delivery
in the private sector and an important role in the public health sector. The number of employees in
the MoH rose from 15,423 (end-1998) through 17,167 (end-2001), 17,889 (end-2002), 18,558
(end-2003) to 19,255 (end-2004). The proportion of non-Omanis in the workforce during the
same period fell from 51.3% through 44%, 41%, 39% to 35%.

Oman continues to be a net importer of health professionals. The workforce has been expanding
over the past 14 years. This expansion has kept the up demand for expatriate staff, despite increasing
indigenous capacity for training and graduation of health personnel.

The private sector continues even today to be almost fully manned by non-Omani health
professionals. Health manpower statistics as on 31 December 2003 show that the number of health
service personnel in the private sector is 2838, forming 12.2% of the total health manpower in
Oman.

Most non-Omani health service providers in the private sector are from India, Egypt, Pakistan
and Iraq. Health service professionals in the public sector (mainly consultants and specialist doctors)
are from the UK in addition to India, Egypt, Pakistan and Iraq; pharmacists are mainly from Egypt
and Sudan, while nurses are largely from India and the Philippines.

Oman has no existing or proposed GATS commitments in Mode 4 in health services. However,
the Sultanate of Oman has a strong policy of ‘Omanization‘, resulting in the replacement of existing
expatriate professionals with Omani manpower when the latter is available. This policy is well
implemented in the public sector, but might not be applicable to the private sector due to the
shortage of Omani health professionals (Table 7).

The government does not impose any restriction on health professionals moving abroad for
temporary jobs, e.g. to work during annual leave, if this does not have a negative impact on their

Table 7: Percentage of Omani key professionals in the government sector
(as on 31 December 2003)

% of Omanis 
Category 

MoH Non-MOH 

1 Doctors 24 48 

   1.1 Medical officers 27 – 

   1.2 Specialists/Consultants 17 – 

2 Dentists  36 92 

3 Pharmacists 35 76 

4 Nurses 49 17 

5 Assistant Pharmacists 66 44 

All categories (incl. others) 61 52 
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normal work. There is no specific permission required for working abroad. However, in order to
qualify for the benefits of the work, e.g. end-of-work benefits or retirement for Omanis, an approval
from the employer is of great value.

Within the country, no health professional working in the public sector is allowed to own
premises such as hospitals, clinics, etc. or to work in any other health institution (private or public)
without special permission from their original institution. In the private sector, the expatriate employee
must be sponsored by an Omani sponsor and as per Omani labour law, he can work only in the
place identified in his labour card, in the same profession as identified in the labour card. The
validity of the labour card is for 2 years, similar to the validity period of the working visa. In the
public sector, expatriate employees are sponsored by the government. There is no restriction on the
movement of Omani health workers between the two sectors. However, expatriates have to get a
no-objection certificate from their current employer before joining the new employer (private or
public).

Professional credentials are ascertained by the MoH and Ministry of Higher Education. All
professional health workers applying for jobs in the private sector or MoH must appear for written
and oral examinations conducted by the MoH. Those applying for jobs in non-MoH governmental
institutions undergo evaluation by the concerned institution. This evaluation system is applicable to
all health professionals, regardless of the country of origin. Citizens of GCC countries are exempted
from rules of labour laws.

Consumption of health service abroad (Oman)

Outward movement of Omani patients

Equity: The official sponsorship of patients by the government for treatment abroad when the
required service is not available locally, and the unrestricted free movement of private citizens
desiring to avail treatment abroad help to achieve equity in extending this facility to those who are
unable to pay for it on their own.

Quality: The Health Attaché in key cities identifies health-care institutions of excellence and
ensures the quality of care extended to patients.

Efficiency: Considering economies of scale, the facility of treatment abroad in certain cases is
highly cost-effective. Although outward movement of Omani patients is a regular feature, its
importance is diminishing as Omani health services are developing. There is no evidence of inward
movement of foreign patients to Oman.

Cross-border movement of students

Equity: The official sponsorship of students takes into consideration the merits of the candidate and
national priorities, and is mainly in fields where local facility is not available.

Quality: The MoH has contacts with reputed international universities. In addition, most national
educational programmes enjoy recognition from overseas accreditation agencies which facilitate
the sponsorship of Omani students abroad.

Efficiency: In many specialized fields, Oman needs only a small number of professionals and
it is more cost-effective to depute students abroad for such specialties. Also, the official policy of the
government is to promote students to a better grade and a higher or more responsible position on
return, thus encouraging them to return to the country after completing their education.
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Presence of natural persons

Equity: Oman has lagged behind somewhat in the medical profession compared with other categories.
The Sultan Qaboos University’s College of Medicine was established in 1986 and has increased its
intake of students admitted to the medical degree programme to about 100 per year. A private
medical college has also been established recently. Currently, the import of human medical resources
is having a positive impact in improving the health status of the Omani people. It has enabled a
countrywide health system infrastructure, and thus helps to provide health services to the people in
an equitable way.

Quality: Oman procures human resources from different countries. This might have a negative
impact as the quality of health care provided by health professionals from various countries may
differ due to different levels of professional excellence and background, as well as cultural and
linguistic barriers among professionals and patients.

Efficiency: The presence of well-qualified and experienced non-Omani professionals facilitates
on-the-job transfer of expertise and professionalism from non-Omani staff to young Omani recruits.

Oman has been persistently implementing an active ‘Omanization’ drive with a view to achieving
self-sufficiency in human resources in the near future. It is believed that by 2005, dependence on
foreign manpower in MoH institutions will decline significantly (physicians by 69%, nurses by 38%
and assistant pharmacists by 24%). Despite the fact that foreign health professionals currently make
high quality health care available in Oman, the MoH has been experiencing some problems in
recruiting physicians (general practitioners) and some other specialized professionals. This is attributed
to some extent to the fact that salaries offered in neighbouring GCC countries are higher than those
offered by the MoH in Oman.

Conclusions and recommendations
In Oman, trade in health services has been taking place in at least two of the four modes of supply:
Mode 2 and mode 4.

Consumption abroad (Mode 2): The outward movement of Omani patients for treatment is
a regular feature. Its importance is diminishing as Omani health services are developing. There is no
evidence of inflow of foreign patients to the country at present. The outflow of students for overseas
education is cost-effective; however, financial resources have to be augmented.

Presence of natural persons (Mode 4): The inward movement of expatriate health professionals
is beneficial to the health sector.

Cross-border supply (Mode 1) is not practised as yet and there is little evidence of foreign
commercial presence (Mode 3).

In this context, the following steps are recommended:

(1) Identification of additional financial resources that would help to reduce the burden on
the MoH (cost-sharing)

(2) Improvement in salaries of MoH staff to maintain the high quality of health care.

(3) Maintenance of data by the MoH for all patients sent abroad for treatment (sponsored and
nonsponsored).

(4) Identification of the volume of FDI. Information should be maintained by the MoH about
the true owners of private health institutions.

(5) Incentives should be given to attract FDI and manpower in remote areas.

(6) Research should be carried out on the value and volume of current and expected modes
of trade in health services.
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Trade in health services and GATS:
Country analysis of Egypt

Introduction
Egypt is a founding member of the WTO. Its involvement dates back to 1970, the year in which the
country acceded to GATT. Egypt also took part in the Uruguay Round (UR) negotiations and the UR
results have gradually been integrated into the country’s domestic legislation (WTO, 1999). While
Egypt began the process of trade liberalization on a unilateral basis – as part of the economic reform
and structural adjustment programme (ERSAP) – before becoming a founding member of the WTO
in 1995, liberalization measures undertaken within the multilateral framework have provoked
considerable debate and controversy, particularly in relation to areas which were relatively new to
Egypt, such as with the case of enforcing higher standards of intellectual property rights within the
framework of the TRIPS Agreement.

Like all WTO member countries, Egypt has accepted all UR agreements as a ‘single undertaking’
including the Agreement on TRIMs and GATS, which are among the main pillars of the new
international trade bureaucracy.

The relatively larger degree of flexibility awarded by GATS allows member countries to liberalize
trade in the services sector in a varying manner, according to the extent to which they wish to
expose/protect their services sector to/from foreign competition. In the domain of liberalizing trade
in the health-care services, Egypt has taken a cautious approach, having made commitments to only
liberalize trade in health-care insurance. It is nonetheless important to realize that if a member
country has not (fully) committed to liberalization in a particulate sector, this may be due to a host
of other policy considerations. For example, an ongoing programme of reform, yet to be completed,
may slow down the pace of liberalization, but may not rule out its future prospects. Thus, in the
absence of additional information, noncommitments (or the scheduling of limitations) must not be
associated with limited or nonexistent access opportunities (WTO, 1998). In Egypt, there are myriad
examples of trade in the health-care services under the various modes of supply, although liberalization
has not actually been locked in within the framework of GATS.

This paper provides information regarding the overall implications of liberalizing trade in health
services in Egypt as well as policy advice when negotiating further liberalization. It examines the
status of liberalization in the health-care services in Egypt within the framework of GATS, against the
general background of the wider economic and health-care environment.

General macroeconomic and trade environment
Egypt is the second-largest economy in the MENA region (after Saudi Arabia), and is classified as a
lower middle-income economy, as measured against the Atlas Method (World Bank, 2004).11 Egypt

11According to the Atlas Method, gross national income (GNI) per capita of lower middle-income countries ranges between US$
736 and US$ 2935.
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is also among the most densely populated countries of the region, with a population of 69 million,
and an additional one million newborns added every year. One distinct feature of the Egyptian
economy is that it is a services-dominated economy, with services accounting for close to 50% of
the GDP (World Bank, 2004). Egypt is a labour surplus economy, and a major exporter of labour
services to the Middle East. Some 1.9 million Egyptians work abroad as temporary migrants.12 In
2002–03, workers’ remittances stood at US$ 2.9 billion (Central Bank of Egypt, 2004). The Egyptian
economy is currently going through a downturn as measured by growth in the GDP, which slowed
down from an annual average growth rate of 4.5% in 1998 to 3% in 2002.

Recent growth performance and trends in macroeconomic and
financial stability
While the growth of the Egyptian economy over the past four decades has been uneven, the mean
growth rate of real output throughout 1960–2000 was consistently high, averaging over 6% per
annum (Kheir-El-Din and Morsi, 2003). A brief overview of the more recent growth performance of
the Egyptian economy reveals that while the first half of the 1990s saw an improvement in overall
economic performance following the government-endorsed ERSAP, the second half of the 1990s
was characterized by a downturn, which culminated in an economy-wide recession and liquidity
problem towards the closure of the decade. The recession persisted and was linked with a host of
other problems, such as the slow response of key export sectors relative to imports. This fact placed
considerable pressure on the balance of payments and has gradually eroded the country’s strategic
dollar reserves.

The downturn of the 1990s finds its roots in the 1970s, the decade that witnessed the reorientation
of the Egyptian economy from socialism and state ownership towards a market-based economy. The
period from mid-1970 to the early 1990s was one of high growth, with the introduction in 1974 of the
open door policy (ODP) and a series of policy reversals, which reinstated the role of the private sector
in the economy, removed restrictions to FDI and targeted exports as the engine of growth following a
decade-long strategy of import substitution industrialization (ISI). Between 1974 and 1985, the average
annual GDP growth accelerated to reach 10% in 1980, the highest in the past four decades. Windfall
earnings from the Suez Canal, oil exports, workers’ remittances, tourism and official development
assistance played an instrumental role in bringing about these historically unprecedented rates of
growth. Growth potential was, however, stifled by macroeconomic imbalances, which began surfacing
towards the late 1970s and were reinforced throughout the 1980s.

 1998 2001 2002 

GNI, Atlas method (current US$ billion) 78.1 100.0 97.6 

GNI per capita, Atlas method (current US$)  1,270 1,530 1,470 

GDP (current US$ billion)  82.1 98.5 89.8 

GDP growth (annual %)  4.5 3.5 3 

Value added in services (% of GDP)  50.9 50.1 48.1 

Value added in agriculture (% of GDP)  17.4 16.8 16.8 

Value added in industry (% of GDP)  31.7 33.1 35 
 

Table 1: Egypt: Macroeconomics indicators

Source: World Bank (2004). World Development Indicators Database, 2003

12Compared to 2.18 million in 1996 and 2.25 million in 1986
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By the mid-1980s, growth slowed down to a point of stagnation as Egypt’s industry remained
excessively inward oriented. Also, a regional economic slowdown was brought about by declining
oil prices (World Bank, 1998). Chronic imbalances were manifested in a rising budget deficit (23%
of the GDP in FY 1988), a double-digit inflation rate (average annual rate of inflation reached
18.5% during 1987–90), and a dramatic increase in the merchandise trade deficit (from US$ 4
billion in 1985 to US$ 7 billion in 1990). External debt peaked at US$ 52.2 billion in 1988, with the
burden of debt service accounting for 25% of the total value of Egypt’s exports of goods and services
(UNIDO, 1994). Between 1989–90 and 1992–93, real annual GDP growth decelerated to a meagre
1% (IMF, 1998).

In recognition of such imbalances, and under pressure from multilateral lending institutions,
the government initiated a stabilization and structural adjustment programme (in the early 1990s),
including trade policy reform, foreign exchange reform, financial liberalization, price liberalization
and privatization (Al-Mashat and Grigorian, 1998; IMF, 1998; World Bank, 1998; Abdel-Khalek,
1995; Kheir El-Din and El-Dersh, 1996). Internal and external balance was soon achieved, and
recovery followed, albeit at a relatively slow average annual growth rate of 4.6% during 1991–98.

By 1998, after the short-lived recovery period, the Egyptian economy again faced economic
hardship as a result of the worsening internal and external economic environment. On the domestic
front, the Luxor incident of October 1997 set back the potential of tourism, one of Egypt’s most
important economic sectors. Rapid expansion in domestic credit, large public investment in
infrastructure projects, a slowing down of the reform programme, coupled with an increase in the
import bill had a negative impact on growth. Export volumes remained meagre, particularly when
compared to other countries in the same income bracket.13 While the government worked on
tightening fiscal discipline and cut back on credit growth, a severe liquidity problem as well as
shortage of foreign exchange persisted. The foreign exchange problem is compounded by the fact
that most Egyptian industries are highly import-dependent (capital and intermediate goods).

In the face of mounting economic difficulties, at a meeting with the consultative group of
Egypt’s donors in February 2002, the government promised to put in place ‘an appropriate flexible
market-oriented exchange rate, customs reform, an acceleration of privation and fiscal discipline’.
However, concerns about the ability to manage the problem of exchange rate, an expanding fiscal
deficit and domestic debt levels, as well as a slowing down in the pace of structural reform led
international rating agencies such as Standard and Poor’s in May of 2002 to downgrade Egypt’s
sovereign credit rating from the investment grade of ‘BBB–’ to the speculate grade of ‘BB+’ (EIU,
2002). January 2003 brought about the flotation of the Egyptian pound, with an initial impact of
speculative demand on the US dollar.

Egypt’s trade regime and recent trends in international trade policy
A country’s trade regime plays a decisive role in terms of influencing the nature of domestic activities
undertaken, as well as the orientation of output. As long as a protective trade regime makes production
for the local market more rewarding than exporting, outward orientation is both obstructed and
delayed. Investment also tends to be biased in favour of protected sectors, and demand shifts away
from imported products, which are made more expensive as a result of tariff protection in favour of
locally available substitutes.

The persistence of a protective trade regime beyond the ODP of 1974 was the most important
factor that worked in favour of prolonging the inward orientation of the Egyptian economy. Most of

1 For example, Turkey’s manufactured exports, which are in excess of US$ 60 billion, dwarf Egypt’s exports, which currently stand
at US$ 7 billion.
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Egypt’s manufacturing sector benefited from high levels of tariff and nontariff barriers. Surprisingly,
the levels of protection awarded to what was expected to be Egypt’s most competitive labour-
intensive sectors, namely, textiles and clothing, were excessively high, creating an export bias against
two of the country’s most promising export industries. Unlike the 1960s when investment decisions
were largely independent of the tariff structure, owing to the nature of government control over the
allocation of investment resources, the outcome of such levels of protection influenced the emerging
pattern of private (local and foreign) investment, which evolved after 1974 (Ikram, 1980). Private
investment tended to be higher in areas where tariffs were high or where quantitative restrictions on
final products such as luxury goods, clothing, and engineering and assembly operations tended to
be high (Shafik, 1989). In terms of FDI, which has been fairly active since 1974 (accounting for 30%
of the accumulated equity of projects undertaken under investment encouragement Laws 43/1974
and 230/1989), its contribution remained confined to import-substituting activities, particularly
projects that cater to upper-income consumers (Handoussa, 1993).

In is, nonetheless, important to point out that the process of trade reform in Egypt began as
early as 1975, with the enactment of Law 118, which eliminated state monopoly on imports and
introduced the ‘own import system’. This system allowed the private sector to engage in trade
activities after a ban of more than a decade.14 The chronology of trade reform and liberalization
measures undertaken since 1991 is presented in Annex A Table 1.

Overall value of trade
As a result of Egypt’s industry remaining excessively inward oriented, the country’s balance of trade
has consistently been in deficit, with exports of goods standing at US$ 8.2 billion and imports at
US$ 14.8 billion (Table 3). However, foreign exchange shortages of the late 1990s curbed import
levels and brought down the trade deficit from US$ 11.5 billion in 1999–2000 to US$ 6.6 billion in
2002–03. For the past four decades, Egypt’s export structure has traditionally been dominated by
oil, which currently accounts for as much as 39% of total exports.

Trade policy orientation towards services
Commitments made by Egypt within the framework of the GATS do not imply much liberalization
in the services sector. The same applies to the Association Agreement with Europe, one of the most
important regional trade arrangements signed by Egypt. However, in relative terms, Egypt presented
offers that were somewhat more comprehensive than those presented by most developing countries.
Among the six Arab GATS members, Egypt has the highest level of ‘no restrictions’ applied on
market access and national treatment (Hoekman and Primo-Braga, 1995). However, due to the low
sector coverage of commitments and the relatively more restrictive measures that apply to foreign
commercial presence and natural persons in scheduled sectors, a commitment to significant service
liberalization is not evident (Mohieldin, 1997). So far, Egypt has committed to liberalizing trade in
construction and related engineering services, financial services, tourism and travel-related services,
and transport services.

Competitive advantage in the domain of trade in services
Egypt is among the leading exporters of services among developing countries, which may be taken
as a proxy for evident comparative advantage in this domain of economic activity. Egypt’s exports of
services increased from US$ 3.5 billion in 1990/91 to US$ 10.4 billion in 2002/03. Among developing

14Other notable developments of the 1970s include the gradual termination of bilateral trade agreements between Egypt and its
major trading partners in the former Soviet Union and Eastern Europe (World Bank, 1983).
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countries, Egypt holds a leading position in some 50 service-based exports. These include transport
services (rank 7), travel services (rank 9), communication services (rank 4), construction services
(rank 8), computer and information services (rank 9), financial services (rank 11), royalties and
license fee services (rank 8), other business services (rank 10), and personal, cultural and recreational
services (rank 10) (UNCTAD, 2002).

The competitive advantage in the domain of the services sector is reflected in the structure of
Egypt’s balance of payments. While the trade balance has consistently been in deficit, the balance
of services has consistently been positive. The tourism sector accounts for the largest share of total
receipts from services (36%).

Egypt is also the fourth-ranking country globally in terms of workers’ remittances. The sheer
value of receipts from workers’ remittances indicates that export of services under Mode 4 (movement
of natural persons) has been heavily utilized by Egyptians.

The investment regime
The cornerstone of the ODP, better known in Egypt by the Arabic word Infitah, has been the Investment
Encouragement Law 43 of 1974. Law 43 was designed to provide adequate incentives to attract
foreign capital and technology to a predominately labour-surplus economy and to create a synergy
between Egyptian skilled labour, western technology and Arab capital to further develop and reorient
industrial production outward. Incentives provided under Law 43 were mainly fiscal in nature, with a
five-year tax break on corporate profit, extendable to eight years for projects deemed ‘special to the
economy’. Among the major incentives incorporated under Law 43 were provisions for exemptions
from labour laws and exchange control regulations, and from the obligation to obtain import and
export licenses (Handoussa, 1993). The General Authority for Investment and Free Zones (GAFI) was
created to assume administrative authority over Law 43 projects. A relatively more generous tax
holiday of 10–15 years was granted to projects located in new industrial communities.

In 1989, Investment Law 230 amended Law 43, by relaxing two of the most restrictive clauses
governing foreign investment. Law 230 allowed foreign investors to operate without the obligatory
stipulation of having an Egyptian partner, as well as allowing foreign investors to own land. The most
recent amendment to investment legislation in Egypt came with the enactment of Law 8 of 1997,
which further streamlined investment procedures as mandated by GAFI, granted national treatment
to foreign investors and provided guarantees for repatriation of profit as well as guarantees against
expropriation.

Investment Laws 43, 230 and 8 constitute the regime of ‘exception’, which falls under the
jurisdiction of GAFI. The ‘general’ regime comprises Company Law 3 governing the establishment
and operation of joint stock, limited partnership and limited liability companies, and falls under the
jurisdiction of the Capital Market Authority (CMA). Investors seeking incorporation under either
Law 3 or Law 8 now obtain automatic approval, unlike the licensing system of the 1970s and 1980s
(UNCTAD, 1999).15

Amount and pattern of FDI
In relative terms, both the stocks and flows of FDI received by Egypt have remained low. While
developing countries saw their share of global FDI flows increase from 15% in 1980 to 27% in 2001,

15UNCTAD (1999) p.23 The list of investment fields subject to automatic approval are: (1) land reclamation; (2) industry and
mining; (3) tourism; (4) maritime transportation; (5) refrigerated transportation; (6) housing; (7) real estate development; (8) oil
production; (9) hospitals and medical centres; (10) water pumping stations, electricity, roads and communication; (11) venture
capital; (12) computer software production; (13) projects financed by the Social Fund for Development; (14) leasing; (15) risk
capital and guarantees for subscription in securities; (16) fish, poultry and animal production.
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Egypt’s share of FDI flows to developing countries decreased from 6.5% to 0.25% over the same
period. In absolute values, FDI flows to Egypt decreased from a high of US$ 1.2 billion in 1985 to
US$ 510 million in 2001. These shares and figures caution against the gradual withdrawal of the
Egyptian economy from the global investment nexus, and the loss of one of the major sources of
international finance available to a developing country.

FDI policy towards services
Hospitals and medical centres are among the five services sectors that figure in the 16 fields of
investment made subject to automatic approval by GAFI under Law 8 of 1997.

Amount of FDI in services
Between 1979 and 1997, 23% of projects incorporated under the investment encouragement law(s)
were in the services sector (tourism, services). This share would increase to 35% if finance is included.
Clearly, the services sector accounts for an important share in terms of being an investment magnet
whether local or foreign capital is considered.

Membership in regional and bilateral trade agreements
According to the most favoured nation (MFN) clause in GAT, WTO member countries cannot
discriminate among each other, and treatment offered to one member must be offered to all other
members. The only exception to this rule occurs when the WTO member in question is party to a
regional trade agreement notified under Article V of GATS (Nielson, 2003). The EU Partnership
Agreement with Egypt and the agreement governing the Common Market for Eastern and Southern
Africa (COMESA) have been notified under Article V of GATS (WTO, 2004b).

A brief review of Egypt’s membership in regional trading arrangements is presented in Box 1. A
review of the major regional trade agreements (EU Partnership Agreement and Common Market of
Eastern and Southern Africa [COMESA]) indicates that liberalizing trade in the services sector is not

  1975 1980 1985 1990 1995 2001 

World Stock – 635,534  913,182 1,871,594  2,911,725  6,845,723  

World Flow 26,580  54,945  57,596  202,777  330,516  735,146  

Developed countries Stock – 406,234  577,694  1,392,199  2,036,319  4,554,237  

Developed countries Flow 17,156  46,510  42,240  164,496  204,552  509,797  

Developing countries Stock – 229,300  335,439  476,399  837,518  2,143,904  

Developing countries Flow 9,424  8,423  15,340  37,713  111,649  200,891  

Egypt Stock – 2,260  5,703  11,043  14,102  21,355  

Egypt Flow 8  548  1,178  734  598  510  

Egypt share of world  Stock – 0.36 0.62 0.59 0.48 0.31 

Egypt share of world  Flow 0.030 1.00 2.05 0.36 0.18 0.07 

Egypt share of 
developing countries 

Stock – 0.99 1.70 2.32 1.68 1.00 

 Flow 0.08 6.51 7.68 1.95 0.54 0.25 

 

Table 2: Foreign direct investment: inward flows and stocks of FDI (US$ m)

Source: UNCTAD, 2003



84 Trade and Health

a key component of these agreements. For example, while the main objectives of the EU Partnership
Agreement is to ‘pave the way for continuous liberalization of trade in goods, services and capital’,
the services sector has not been featured in the schedule of liberalization, which has so far focused
on trade in goods (MOFT, 2004). The same applies for the COMESA16 agreement which, on the
trade front, is primarily concerned with trade in products rather than in services. While liberalizing
trade in ‘manufactured’ goods is one of the main objectives behind engaging in preferential regional
trade agreements, liberalizing trade in services seems to have garnered relatively less interest for
formalization.

Summary
This section highlighted a set of facts concerning the overall performance of the Egyptian economy,
and the status of liberalizing trade in services both at the multilateral as well as the regional levels.
The relative importance of the services sector in terms of GDP contribution as well as share in
export receipts, and Egypt’s clear comparative advantage in the domain of services exports indicate
that the services sector can be a prime candidate for supporting the national export drive. A key
policy choice concerns the pace of further liberalizing trade in the services sector and the extent to
which the government believes in the merits of placing competitive pressure on local providers by
allowing foreign competition. This is rendered more difficult at present, when critics of mainstream
neo-liberal policies are highly vocal in their advice to governments of developing countries to take
a more gradual approach to trade liberalization in the multilateral framework. Because GATS provides
a unique case, where WTO member countries enjoy a high degree of selectivity in terms of setting
the agenda for sector-specific liberalization, depending on their level of development, it is unlikely
that Egypt will venture towards further liberalization of trade in services without assessing the strengths
and opportunities within each individual subsector. The same logic applies to liberalizing trade in
the health-care services.

State of the domestic health-care system
In the context of a developing country, and due to scarcity of resources, public provision of health
care is usually sparse and the coverage of social security systems is inadequate. Among the most

Number of projects Investment cost LE million Estimated employment  

1979 1988 1997 1979 1988 1997 1979 1988 1997 

Manufacturing 88 340 635 64 3,359 15,100 6,937 93,912 159,294 

Agriculture 7 45 79 37 358 1,723 541 6,529 10,721 

Tourism 22 66 131 84 880 4,939 2,505 6,192 15,390 

Construction 4 104 149 124 447 1,665 2,137 29,848 2,595 

Services 8 85 123 14 331 2,762 872 10,587 15,132 

Total non-financial 129 640 1,117 323 5,405 26,189 12,992 147,068 233,132 

Finance 41 210 227 144 1,823 9,055 – n.a. n.a. 

Grand total 170 850 1,394 467 7,228 35,244 12,992 147,068 233,132 

 Source: UNCTAD, 1999, p.99.

Table 3: Profile of total inland projects in operation (# and millions of Egyptian pounds)

16COMESA has the membership of 20 countries: Angola, Burundi, Comoros, Democratic Republic of Congo, Djibouti, Egypt,
Eritrea, Ethiopia, Kenya, Madagascar, Malawi, Mauritius, Namibia, Rwanda, Seychelles, Sudan, Swaziland, Uganda, Zambia and
Zimbabwe.
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daunting challenges faced by health care authorities in a developing country is to meet the health-
care bill. Improving the coverage and delivery mechanisms of health-care services is more often
than not a luxury, which falls beyond the means of most developing country governments. Meanwhile,
the disabling impact of disease, and the vicious circle of mounting poverty and sickness undermine
the productivity potential of poor nations.

Since the 1960s, fulfilling the objectives of accessibility, affordability, equity and universal health-
care insurance have been the key aims of health-care authorities in Egypt. While the government
has made considerable progress in terms of improving the overall health-care equation of the
population, as reflected in improved life expectancy rates, limited resources remain the major
impediment against provision of universal health-care insurance. This section discusses the extent
to which these targets have been met, as well as the overall implications for trade in health-care
services in the current system.

Budgetary allocations to the health sector
Health-care expenditure in Egypt accounts for 4.6% of the GDP, of which private household out-of-
pocket expenditure stands at 69%. Private expenditure on health care as a percentage of total
expenditure on health is relatively high. Another feature is that private out-of-pocket expenditure
on health care as a percentage of total private sector expenditure is 92%, which is alarmingly high.

Box 1: Membership in regional trading arrangements

Egypt has concluded several bilateral and multilateral agreements, to open up markets for Egyptian
products abroad. The key bilateral agreements with Arab countries include:

• Tariff and Trade Agreement between Egypt and Libya (signed on 3 December 1990)

• Trade Agreement between Egypt and Syria (signed on 19 July 1991)

• Free Trade Agreement between Egypt and Tunisian Government (signed on 5 March 1998)

• Free Trade Agreement between Egypt and the Moroccan Government (signed on 27 May
1998)

• The Executive Program to Support Trade between Egypt and Lebanon (signed on 1 January
1999)

• The Executive Program to Support Trade between Egypt and Jordan (signed on 10 December
1998)

• The Executive Protocol to establish Free Trade Area between Egypt and Iraq (signed on 18
January 2001)

The Great Arab Free Trade Area (GAFTA) is perhaps one of the most important regional
preferential trade agreements of which Egypt is a member. As of 1998, the Agreement has focused
on gradually eliminating all tariff and nontariff barriers and taxes on products of Arab origin traded
within the Arab region within a period of ten years.

The COMESA Free and Preferential Trade Area Agreement entered into force on 30 September
1982, and Egypt joined the Agreement in July 1998.

The Euro Mediterranean Partnership Agreement was signed between Egypt and the European
Economic Community (EEC) in June of 2001. The Agreement has only recently come into force
after being approved by the Egyptian Parliaments of EU members. The Agreement aims at establishing
a Free Trade Area between Egypt and EU members.

Source: MOFT, 2004
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These two facts indicate the limited coverage of the health insurance scheme provided by the
government, and the high degree of exposure of the segment of population that has no access to
health-care insurance. Table 4 presents selected indicators of health-care expenditure in Egypt.

Demand for health care in Egypt
Three main factors determine the nature and configuration of demand for health care in any particular
market. First, the general standard of living of the population is a major determinant of demand for
health-care services. The age distribution of the population is the second equally important demand
determinant. The nature of demand for health-care services in a country which is passing through
its demographic transition is categorically different from one which has a predominantly ageing
population. Third, and perhaps most important, is the disease spectrum of the population. The
outbreak of HIV/AIDS in South Africa, for example, has completely redefined the priorities of health-
care authorities.

On the income front, the 2002 Human development report ranked Egypt with a per capita
income of US$ 3635 (in PPP terms) as a lower-middle human development country (UNDP, 2002).
While only 3.1% of the Egyptian population live below the poverty line (under US$ 1 per day), a
staggering 53% live on US$ 2 a day. The living standards in Egypt have deteriorated markedly during
the past decade as a result of the structural adjustment programme, which was adopted by the
government during the early 1990s (UNDP, 2002). Under such a high level of poverty, roughly 50%
of the Egyptian population live without the security of universal health- care insurance.

Egypt is still undergoing demographic transition. Population growth has fluctuated between
1.92% in 1966–67, 2.75% in 1976–86, 2.0% in 1980–93 and 2.1% in 2001. Changes in fertility
and mortality have been the two major sources of population growth in Egypt. The combination of
high fertility rates (3.5 in 2000) and reduced mortality rates (CDR dropped from 7.1 in 1990 to 6.3
in 2001) has been the main reason behind what has been termed as the ‘population explosion’ in
Egypt (MOHAP, 2002:7). Those under 15 years of age account for 35.4% of the total population;

Source: WHO, 2004

Table 4: Selected indicators of health expenditure in Egypt

 1997 1998 1999 2000 2001 

Total expenditure on health as % of gross domestic product  3.9 3.9 3.9 3.8 3.9 

General government expenditure on health as % of total expenditure on 
health 

45.9 46.0 46.4 46.1 48.9 

Private sector expenditure on health as % of total expenditure on health 54.1 54.0 53.6 53.9 51.1 

General government expenditure on health as % of general government 
expenditure 

5.9 6.5 6.2 6.5 7.4 

Social security funds as % of general government expenditure on health 28.0 28.4 29.5 29.5 29.7 

Prepaid and risk-pooling plans as % of private sector expenditure on health 0.5 0.6 0.5 0.5 0.5 

Private out-of-pocket payment as % of private sector expenditure on health 91.5 91.6 91.9 92.0 92.2 

External resources on health as % of total expenditure on health 1.9 2.1 1.8 1.8 2.0 

Total expenditure on health per capita at exchange rate 46.6 48.4 51.9 51.6 45.7 

Total expenditure on health per capita at international dollar rate 121.3 124.7 133.8 139.1 152.8 

General government expenditure on health per capita at exchange rate 21.4 22.3 24.1 23.7 22.3 

General government expenditure on health per capita at international 
dollar rate 

55.7 57.4 62.1 64.1 74.7 
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thus, the Egyptian population is predominantly youthful, with those over 65 years of age comprising
a mere 4.1%, compared with 21% in the UK and 24% in Italy.

The burden of disease in Egypt has changed from a predominance of communicable diseases,
maternal and prenatal conditions, and nutritional deficiencies towards a rising prevalence of chronic
diseases associated with risk factors such as obesity, smoking and hypertension (MOHAP, 2002).
Diseases of the cardiovascular system are currently the leading cause of morbidity and mortality in
Egypt, accounting for 45% of mortality in 1991 compared with 12% in 1970.

With improved sanitation, hygiene and access to health-care services, average life expectancy
at birth increased from 55 years in 1952 (Shoura Council, 1995) to 69 years in 2001. The life
expectancy of the Egyptian population is above the average for lower middle-income economies
(MOHAP, 2002).

Supply of health care in Egypt
The Egyptian health care system is highly pluralistic, with a large number of public and private
providers and financing agents. Figure 2 summarizes the organization of the health-care system in
Egypt. Major players include the public government sector, public institutional sector and private
sector.

Providers

The Ministry of Health and Population (MOHAP) is the government authority responsible for both
the organization and supervision of health-care services in Egypt. It provides health-care services,
mostly free of charge, through a dense network of primary health-care units and hospitals evenly
distributed throughout Egypt.

Public government sector providers receiving direct funding from the Ministry of Finance (MoF)
include the MOHAP, the ministries of education, defence and interior as well other ministries providing

Table 5: Demographic and health-care indicators, Egypt (2002)

Egypt

Population 69,080,000

Human development Index 0.635

Infant mortality rate (deaths/1000 live births) 51

Crude death rate (deaths/1000/year) 7

Total fertility rate 3.4

Estimated number of adults living with HIV/AIDS 8,100

Total expenditure on health as % of GDP 3.7

Total per capita health expenditure in international dollars 118

Number of physicians per 100,000 population 202

Number of nurses per 100,000 population 233

Number of hospital beds per 1000 population 2

Source: MOHAP. Annual statistical report. 2001. Part one. MOHAP National Information Center. July 2002: 25
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health-care services (agriculture, teachers, railway and electricity). Some of these government
providers are permitted to supplement transfers received for the MoF by charging user fees in
special ‘economic units’ known as ‘self-financing units’ (MOHAP, 2002).

The public institutional sector consists of quasi-governmental organizations in which the State
has control over decision-making. These institutions include the Health Insurance Organization
(HIO), the Curative Care Organization (CCO) and the Teaching Hospitals Organization (THO). The
CCO was created following the nationalization of several private hospitals in 1964, and provides
health-care services to the public for a nominal charge. The HIO was also created in 1964, and
provides managed health-care services for a constituency of government employees covered by the
mandatory government health insurance scheme. When the HIO was created, the objective was to
expand its scope of coverage to include the entire Egyptian population in a span of ten years.
Judging by the current figures, this target was too ambitious. It currently covers 30 million beneficiaries,
accounting for 45% of the total population. The private sector includes for-profit private hospitals
and clinics, as well as nonprofit charity clinics (Shoura Council, 1998).

Health-care finance and expenditure
Per capita health-care expenditure in Egypt (in PPP) is US$123, of which out-of-pocket spending
accounts for US$ 78. The share of private finance in total health-care expenditure stands at 68%
(MOHAP, 2002).

The Egyptian health-care system is primarily financed through the government (budgetary
transfers), and individual out-of-pocket payments. There has been an increasing trend over the past
decade towards other diversified forms of finance, the most notable being the expansion in social
insurance funds and, to a lesser extent, private health insurance (MOHAP, 2002). Table 8 summarizes
the system of health-care coverage, eligibility and financing in Egypt.

Data related to health-care financing in Egypt indicate a heavy burden on household out-of-
pocket spending, particularly when compared with health-care financing in developed countries
(Table 7). In the UK, for example, the system of health financing and coverage is financed through
central government general taxation together with an element of national insurance contributions,
which meet roughly 93.7% of gross spending on the National Health System (NHS). Raising finance

Figure 2: Organization of the health-care system in Egypt
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through general taxation means that there is a wide funding base which covers all levels of income,
capital and expenditure (European Observatory, 1999).

The health insurance system
The Egyptian population does not enjoy universal health-care insurance coverage. The publicly
managed health insurance scheme is neither comprehensive nor mandatory. The largest provider of

Table 6: Health-care coverage, eligibility and financing in Egypt

Source: MOHP (2002) Egypt health sector analysis and future strategies. Health Sector Reform Program. Central Administration for
Technical Support and Projects

Population coverage/ 
eligibility Benefits 

Main sources of 
financing Main providers 

Government health 
services: Covers all 
citizens eligible for 
free and subsidized 
care in the following 
public delivery 
systems: 
a. MOHP  
b. THO 
c. University hospitals 

Comprehensive: Primary 
preventive and curative 
care, hospital inpatient 
care, drugs, 
laboratory/diagnostic 
services, dental care, 
chronic care, referrals to 
tertiary care providers 
and limited number for 
overseas treatment 

a. General revenues, 
Central 
Government 
budget allocated to 
MOHP 

b. Direct budget 
transfers from MoF  

c. Budget transfers 
from Ministry of 
Higher Education 
and user fees 

Government primary 
health-care units and 
hospitals of MOHP; 
For tertiary care, 
THOs and University 
hospitals  

Social health 
insurance (HIO): 
Public and private 
employees of formal 
sector; excluding 
dependants; school 
children; newborns 

Comprehensive: Primary 
care – GP and specialist 
services, including home 
visits, dental, drugs, 
hospital inpatient care, 
prosthesis/physiotherapy 

Employee/employer 
contributions (payroll 
tax), tobacco 
consumption tax, co-
payments and general 
revenues from MoF 

HIO facilities, HIO 
contacted GPs, clinics 
and hospitals, 
including CCO, 
MOHP, private 
providers  

CCO patients: 
a. Employees of 

companies with 
CCO contacts 

b. Private patients 
(fee for service) 

c. Limited number of 
poor patient 
(MOHP) grants 

Services limited to those 
available within the CCO 
network, which includes 
comprehensive curative 
care 

Government grants 
for poor patients, 
service fees and 
contacts with private 
enterprises and HIO 

CCO facilities 

Other government 
bodies: Armed Forces 
and ministries of 
interior and transport 

n.a. Government budget Military hospitals and 
facilities 

Private sector: 
Households willing to 
pay for private 
services 

Variable: Depends on 
individual’s ability to pay 
and availability of 
services in the provider 
market 

Direct household out-
of-pocket payments; 
limited insurance 
premiums and 
corporate 
contributions 

Mainly ambulatory 
care provided by 
private physicians and 
clinics, also by limited 
number of private 
NGO hospitals 
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government health insurance in Egypt is the HIO. On its creation in 1964, health- care coverage to
all government employees was made mandatory, while non-mandatory provision of health insurance
was extended to private sector employees. The health insurance scheme for government employees
(mandatory) and permanent private sector employees (nonmandatory) is financed by a monthly
subscription of 3% of the payroll for employers and 1% for employees. A nominal fee is also charged
on utilizing the service. These figures again do not compare favourably with those in developed
countries. In France, for example, the Regime General, which is the main health insurance scheme
for employees, and pensioners from the trade and industry sectors as well as their families, covers
80% of the total population. The scheme is financed mainly through payroll contributions by
employers (12.8% of gross salaries) and employees (6.8% of gross salaries) (Blachier and Kanavos,
2002:1).

The private sector has the option of choosing to benefit from public provision of health insurance
under the administrative umbrella of the HIO or opt for privately managed health insurance.

In 1992, Health Insurance Law 99 expanded the public health insurance scheme under the
general umbrella of the HIO to cover all school students.17 In 1997, all newborns also became
beneficiaries of the social health insurance coverage. Individuals not covered by either public or
private health insurance also became eligible to receive free health-care services by approaching
any of the university hospitals under the umbrella of the MOHAP or charity private clinics.

At present, the social health insurance scheme covers 30.6 million beneficiaries. The HIO
extends its services to cover 45% of the total population. The social health insurance scheme covers
53.2% of all organized employment in the formal sector, both private and public, leaving some 10.3

Source: WHO 2001

Table 7: Selected national health accounts indicators for Egypt and comparator countries
(estimates for 1998)

Member State 

Social security 
expenditure on 
health as % of 

public 
expenditure on 

health 

Tax-funded 
expenditure on 
health as % of 

public 
expenditure on 

health 

External 
resources for 
health as % of 

public 
expenditure on 

health 

Private insurance 
on health as % of 

private 
expenditure on 

health 

Brazil 0.0 100 0.0 53.2 

China 80.1 19.3 0.6 0.0 

Egypt 39.5 55.2 5.3 0.4 

France 96.8 3.2 0.0 52.7 

India 0.0 96.4 3.6 0.0 

Italy 0.1 99.9 0.0 4.7 

Japan 89.2 10.8 0.0 1.3 

Switzerland 72.3 27.7 0.0 23.8 

USA 33.2 66.8 0.0 60.7 

 

17Students’ health care coverage is financed through an annual fee of LE 12 per student, covered by the state budget and an annual
fee of LE 4 covered by the student. A charge is also placed on utilizing the service. Health care provision under the HIO covers all
medical services provided by the general practitioner, all services provided by specialists including dental care, hospital care,
medical operations and medicine.
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million workers without coverage. The highest utilization of services provided by the health insurance
scheme is by government employees, at 95.2%. The lowest utilization is by the private sector at
26.8%.

Egypt’s health-care infrastructure
According to data available with the MOHAP, the health workforce registered with various syndicates
is over 420,000. This includes 144,000 physicians, 18,000 dentists and 56,000 pharmacists. There
are 144,000 hospital beds (1 bed per 454 population).

Public/private health-care infrastructure
The private sector in Egypt is more active in outpatient than inpatient consultations. While the
public–private mix for outpatient consultation is almost equal for rural as well as urban areas, private
facilities for inpatient consultation account for a small share of 6% and 4% of total inpatient
consultations in rural and urban areas, respectively.

These figures reflect the supply and demand forces driving private health-care provision in
Egypt. Outpatient consultation, which requires relatively less investment in infrastructure and

Table 8: Social health insurance coverage in Egypt, 1980–2001 (’000)

Source: HIO Data 2002

Year 

Manpower, 
widows and 
pensioners 
(Laws 32 
and 79) 

Students 
(Law 99) 

Newborns 
(Ministerial 

Decree 
380/1997) 

Total 
insured 

population 

Total 
population 

Percentage 
coverage by 
insurance 

1980 – – – – – 4% 

1985 – – – – – 7% 

1990 – – – 4359 51,911 8% 

1995 5851 14,820 – 20,761 57,510 36% 

2000 7565 16,345 2924 26,834 63,976 42% 

2002 8370 16,740 5525 30,635 67,500 45% 

 

Indicator 1981 1990 1999 

Number of hospital beds per 100,000 population 20,878  20,782  21,098  

Number of nurses per 100,000 population 9,815  11,523  18,528  

Number of physicians per 100,000 population 5,909  7,199  7,929  

Total hospital beds 90,445  107,880  132,182  

Total nurses 42,517  59,815  116,081  

Total physicians 25,598  37,371  49,677  

 

Table 9: Health-care infrastructure in Egypt

Source: SESRTCIC databases
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equipment, has attracted larger participation by the private sector. An urban bias is also evident in
inpatient consultations of the private sector, which account for 14% of total inpatient consultations
in the urban sector and only 6% in the rural sector. Again, this reflects the preference of private
providers for investing in more affluent urban centres.

Summary and conclusion
The pattern of demand for health care in Egypt is dictated by income levels as well as rural/urban
differentials in income, and availability of skills and supporting infrastructure. Investments by the
private sector in modern health-care facilities are calculated on the basis of existing demand and
income levels. The opposite holds true for public sector provision. The limited financial resources
available to the government is the main deterrent to expansion of health-care coverage in Egypt. A
key policy question concerns the implications of liberalizing trade in health-care services in view of
the existing structure for health care in Egypt.

State of trade and investment in the health-care sector
Except for liberalizing trade in health insurance, no other commitments have been made by Egypt
within the framework of GATS. Table 10 specifies market access commitments under which foreign
suppliers are allowed to enter the Egyptian health insurance market.

Table 10 indicates that Egypt maintains restrictions for market access and national treatment
under Modes 3 and 4 in the health insurance subsector. Placing no restrictions on market access is
denoted by ‘none’. Allowing access subject to limitations and conditions – partial commitment – is
clarified by the accompanying text along the mode of supply (Nielson, 2003).

As of 2005, four foreign insurance companies, namely Alico and AIG-Pharaonic (USA), Legal
and General (UK), Allianz (Germany) operated in Egypt (Egypt, Foreign Trade Barriers, 2003). These
companies also provide health insurance schemes.

As mentioned earlier, it important to note that this seemingly restrictive stance in trade in
health services should be interpreted cautiously, as schedules of liberalization do not provide an
accurate and comprehensive picture regarding the de facto trade and market access conditions for
the health-care sector in any country under study (WTO, 1998).

Trade in services under the four GATS modes of supply
An examination of the existing pattern of trade in health services in Egypt indicates that provisions
under the four modes of supply are prolific.

Mode 1: Cross-border supply

Trade in health-care services under Mode 1 is already prevalent in Egypt, with numerous cases to
provide supporting evidence (Box 2). Egypt is a leading provider and exporter of information and
communication technology (ICT) in the region, and the Ministry of Communication and Information
Technology has endorsed a large-scale initiative to develop the first Egyptian telemedicine network.
The main objective of the network is to connect the country’s medical centres, especially those
located in remote areas, as well as to connect medical centres in Egypt with those abroad to save on
the costs of patients having to travel abroad for medical consultations and diagnosis (Shaheen, 2001)

It is difficult at this stage to quantify the exact magnitude of trade in health-care services in
Egypt under Mode 1, an area worthy of future research and data collection.
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Mode 2I: Consumption of health-related services in other countries

Data indicate that foreign patients (mainly from neighbouring Arab countries) have been frequently
travelling to Egypt for diagnostic and medical treatment. Statistical information regarding the inflow
of medical tourism is available and points to a share of 2.5% of all incoming tourists to Egypt with an
average expenditure of US$ 92 per night in 1996 (Tohamy, 2000). Incoming tourists amounted to
4.3 million in 2002-2003 (Central Bank of Egypt, 2004). Egyptian medical schools have been pioneers
in the region, and attracted a considerable number of Arab and African students from neighbouring
countries.

Source: WTO (2004) Services Database Output

Table 10: Egypt: Health sector commitments

Sector or subsector  Limitations on market access 
Limitations 
on national 
Treatment 

A. All insurance and 
insurance-related 
services    

(i) Direct insurance 
(including co-
insurance)    

Mode 1 None None 

Mode 2 None None 

Mode 3 Foreign and joint venture companies are allowed to carry 
on business in free zones, provided their activities are 
confined to transactions carried out in convertible 
currencies. 
- No maximum limits required on foreign shareholding in 

free zones. 
- Economic needs test shall apply to inland commercial 

presence (other than in free zones) according to the 
criteria stipulated in the horizontal section. Relaxation of 
economic needs test shall be in 2000 for life, health and 
personal accident business. 

- Branches and agencies of foreign insurance companies 
are not allowed. 

- Foreign capital equity shall not exceed 49% of the total 
capital required for the company (other than in free 
zones) up to 31 December 1999. 

- As of 1 January 2000, foreign capital equity shall be up to 
51% of the total capital required for the company (other 
than in free zones). 

- Legal cessions of the total transactions must be ceded to 
Egyptian Reinsurance Co. according to the percentages 
decided by the supervisory authority and 5% of the 
company's treaties to African Reinsurance Co. 

None 

1. Life, health, personal 
accident 

Mode 4 Qualified non-Egyptian directors are allowed a five-year 
term which may be renewed. Their appointment and 
renewal is subject to the approval of the supervisory 
authority. 

A non-Egyptian 
director must 
have at least 
two Egyptian 
understudies. 
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Egyptian patients have been travelling aboard to seek medical and diagnostic treatment both
at their own expense as well as at the expense of the State. Special Presidential Decree 691/1975
and its modifications have been enacted to govern and guide applications for state financial support
by Egyptian patients travelling abroad for medical treatment. Some 220 patients have travelled
abroad under state financial support for medical treatment, with a total cost of LE 13.9 million
(CAPMAS, 2004).

Mode 3I: Commercial presence

Marginal levels of foreign capital have been invested in Egypt’s hospital sector. However, Dar-El-
Fouad, one of the country’s most modern hospitals, has a large foreign equity holding, and so do
the Al-Maghraby medical centres, which are largely Saudi owned. If Egypt wants to attract health-
related tourism, FDI under Mode 3 has to be further encouraged. This can be done either under the
general umbrella of GATS, or under the umbrella of the investment encouragement law.

Box 2. Telemedicine in Egypt

An example of de facto trade in health services under Mode 1 is the set of activities jointly undertaken
by the Centre of Excellence for Remote and Medically Under-Served Areas (CERMUSA) with the
Regional Distance Learning Programs–Regional Information Technology and Software Engineering
Centre (RITSEC) of Cairo, Egypt, and the Illinois Institute of Technology Research Institute (IITRI). A
two-hour workshop on telemedicine was delivered via video teleconferencing to key figures in the
Egyptian medical profession in 2000. It included a general technology introduction and a discussion
on the potential medical applications of the bandwidth technology. Specialty areas reviewed included
dermatology, ENT, ophthalmology, rehabilitation, orthopaedics, mental health and continuing
medical education. The project demonstrated the feasibility of delivering courseware using live
interactive video conferencing, online web-based resources and multimedia applications to learners.

Another example is the HealthNet initiated by the Information and Decision Support Centre
(IDSC) of the Egyptian Cabinet and supported by MOHAP to facilitate communication and
information exchange among physicians, health-care providers and patients in Egypt. It targets the
achievement of 50 healthier public hospitals across the country, by enabling interchange of medical
records and textual, visual and video consultations. Saving time and resources and ensuring proper
Medicare services at remote sites are the main objectives. The network also aims at enhancing and
improving health services in various geographical locations in Egypt with a focus on local
administrations. In 1995, HealthNet was developed to foster the development of a health-care
information infrastructure and a ‘hands-on’ networking culture among Egypt’s health-care
community. HealthNet has taken the leading role to carry and disseminate medical information on
internet. In addition to promoting partnership among key players, the HealthNet experience
highlights the potential of existing technologies to aid in the provision of all aspects of health-care
services and medical research.

HealthNet is part of Egypt’s information highway and currently provides its local users with a
gateway to international communication and information networks via the internet. It is establishing
online multimedia databases on Egyptian physicians, medical centres, medical equipment
companies, pharmaceutical companies, medical laboratories and other health-care providers. The
special focus is on supporting telemedicine and using videoconferencing tools to facilitate remote
collaboration among physicians and increase access to specialized medical facilities.

Sources: http://www.cermusa.francis.edu/publications/Cairo%20Egypt/default.htm
Sherif Kamel. The birth of Egypt’s information society. International Journal of Computer and Engineering Management 1997; 5(3)
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Mode 4: Temporary movement of natural persons

Trade in health-care services under Mode 4 is perhaps the most heavily utilized by Egyptians. This
is associated with the movement of natural persons providing a service from country A (Egypt) to
patients in country B (service-importing country), is very common for Egyptian physicians, who
travel abroad under short-term contracts to provide medical services, mainly in neighbouring Arab
countries. The opposite is also true, as it is fairly common for foreign medical professionals to
provide health-care services to Egyptian consumers.

Law 70/1996 regulates the provision of diagnostic and treatment services by foreigners in
Egypt under Mode 4. The law clearly outlines the conditions under which private or public hospitals
or clinics are allowed to utilize the services of foreign health-care professionals. Prior authorization
is needed from the MOHAP, based on the precondition that the service provider holds a distinguished
professional track record in his/her domain and that no such expertise is available locally. The
contract with the service provider cannot extend beyond three months.

This has also resulted in a ‘temporary’ brain-drain syndrome of the best-educated Egyptian medical
students and needs to be statistically verified. According to the Egyptian Ministry of Manpower, among
the most sought-after professions in neighbouring Arab countries are those falling in the domain of the
health-care services, including physicians and nurses (Ministry of Manpower, 2004).

As for natural persons seeking permanent employment in Egypt, Law 51/1981 prohibits
employment of foreign physicians, except after registering with the Syndicate of Medical Professions
and verification of degrees. Other conditions stipulate that reciprocal treatment is to be present at
the country of origin.

Costs and benefits of liberalizing trade in health services in Egypt
Clearly, access to the Egyptian health-care market through the four modes of supply already exists.
Similar to liberalizing trade in manufactured products, a discussion of further liberalization in the
health services sector should be based on a proper assessment of the implications to the private
sector from the influx of possibly more competitive service providers to the Egyptian health-care
market. The extent to which local producers and users of health- care services under the four
modes of supply will be affected by formalizing liberalization within the framework of GATS is an
area that warrants in-depth analysis on a case-by-case basis.

Clearly, government health-care providers are not in a position to match the quality of service
given by foreign services providers due to the low cost of services provided by the government as
well as the weak demand base of the constituency served. The local private sector has to bear the
full brunt of liberalization. The benefit of having access to possibly more efficient health care-
services versus displacing already existing local health-care providers is an important issue for policy
and future research.

Concern that liberalization of health-care services may create a dual health-care system in line
with the dual economy model underlines the cautious approach to liberalizing trade in services.
While such concern has to a large extent been blown out of proportion, the strength of the health-
care regulatory authorities in the service liberalizing country is the ultimate denominator in the
liberalization formula. If liberalization is to be coupled with control favouring demand-side actors,
then the ultimate beneficiaries tend to be the consumers who benefit from access to better quality
health care in a market characterized by the presence of competition and hence possibly downward
pressure on prices.

On the equity side, concern that trade in health-care services only benefits affluent consumers
is largely an ethical issue, since less affluent consumers who rely on government-provided services
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will not be worse off if trade in health services takes place. In other words, the consumption of
imported health-care services under all modes of supply will benefit the affluent segment of the
population, but at the same time not decrease the benefits derived by the less affluent segments
from the services they have been already consuming. Pareto optimality is therefore realized.18

Table 11: Cost–benefit analysis of trade in health services, a generic matrix

Source: Based on framework adapted from Blouin, et al. (2003)

Potential benefits/costs Analysis needed 
Impact based on 
current evidence 

from Egypt 

Potential benefits from exports of health services 

1. Foreign earnings and 
additional incomes (Mode 2) 

1. How much revenue is generated from health tourism (or can 
be expected)? How can these additional resources be 
harnessed to benefit the whole national health system? 

Positive 

2. Increase in the range and 
quality of services available 
(Mode 2) 

2. Will the high-quality services offered to foreign patients be 
available for local patients? How will equity in access for low-
income persons be assured? 

Neutral 

3. Remittances (Mode 4) 3. How much remittance is generated from the temporary 
movement of health professionals? How can these private 
financial flows be harnessed for development of the health 
system? 

Positive 

4. Improvement of skills of 
health professionals (Mode 4) 

4. How can it be ensured that the movement of health 
professionals is temporary, not permanent? 

Positive 

Potential benefits from imports of health services (Mode 3)  

5. Additional resources for 
investment in health-care 
infrastructure and reduction 
of the burden on 
government resources 

5. How much additional resources can be generated from foreign 
investment in health services? How can the entry of foreign 
providers be ensured to serve the health’s needs of lower-
income groups? 

Neutral 

6. Increased income and 
employment for health 
personnel 

6. What will be the impact of foreign investment on health 
personnel’s income and international mobility?  

Neutral 

Potential costs from exports of health services (Mode 2 and Mode 4) 

7. Dual market structure 
(Mode 2) and diversion of 
resources if public funds are 
allocated to benefit foreign 
patients 

7. How can health tourism be prevented from creating or 
exacerbating inequities in access to health services? How can 
public resources be prevented from being diverted away from 
the health needs of the majority of the local population to 
supporting services for foreign patients? 

Neutral 

8. Brain-drain of health 
professionals (Mode 2 and 
Mode 4) 

8. Do we have an oversupply of health professionals?  Neutral 

Potential costs from imports of health services (Mode 3) 

9. Dual market structure 9. Do we have the regulatory capacity to prevent a two-tiered 
health system with foreign providers offering high-quality 
services only to high-income patients? 

Neutral 

10. Resources diversion if 
public funds are allocated 
to attract FDI in the health 
sector 

10. How can public resources be prevented from such diversion? 
Or what guarantees exist that FDI in the health sector will ‘pay 
back’ more to public funding in the short term, as well as long 
term, than the costs in public funding used to attract it? 

Neutral 

11. Internal brain drain of 
health professionals 

11. How can the risks of internal brain drain caused by foreign 
entry be prevented or mitigated? Do we have the regulatory 
capacity to do this? 

Negative 

12. Outflow of foreign 
exchange for profit 
remittances 

 Neutral 

 

18Pareto optimality is acknowledged when the ‘best that could be achieved without disadvantaging at least one group’.
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SPS Agreement and food safety:
Standards and quality issues in international trade

The establishment of the WTO gave rise to a global market characterized by the dismantling of
barriers to the free flow of trade. It gave all countries the opportunity to benefit from greater access
to the market, leading to an increase in international trade, including that in food products. Higher
consumer demand in the areas of consumer education and awareness, the internationalization of
food tastes and habits, developments in food science and technology, and an improvement in
transportation and cold chain linkages have resulted in further expansion.

The WTO Agreement on the Application of Sanitary and Phytosanitary Measures (SPS
Agreement) was drawn up to ensure that countries apply measures to protect human and animal
health (sanitary measures), as well as plant health (phytosanitary measures), on the basis of the
assessment of risk. It incorporates the safety aspects of trade in foods, and formally recognizes the
food safety standards, guidelines and recommendations established by the FAO/WHO Codex
Alimentarius Commission. The SPS Agreement is regarded as a strong instrument which will further
the goal of the Codex Alimentarius Commission, that is, to harmonize food standards worldwide.

The SPS Agreement applies to any trade-related measure taken to protect human life or health
from specific risks, such as those arising from additives, contaminants, toxins, residues of veterinary
drugs and pesticides, or other disease-causing organisms in foods or beverages. It contains specific
rules for countries that want to restrict trade to ensure food safety and the protection of human life
from plant- or animal-carried diseases (zoonoses). It clearly gives governments the right to restrict
trade to achieve health objectives, but the measures applied must be based on scientific evidence.
Where sufficient scientific evidence is not available, the SPS Agreement permits the adoption of
provisional measures.

There is a need to maintain certain rules and disciplines to ensure that the standards and
regulations do not create unnecessary barriers to trade. The nontariff agreements, especially
the SPS Agreement, take care of this. Some of the major challenges in the present scenario are
as follows.

1.  Harmonization

The SPS Agreement provides for the harmonization of the SPS measures of member countries with
international standards (the Codex, in the case of food products). The member states are, however,
allowed to lay down standards more stringent than the Codex, provided that these are scientifically
justified. Certain countries have occasionally laid down norms which lack scientific basis, and which
are difficult to meet. Sometimes, the test methods specified differ from those set forth by the Codex
and are not validated, or the specified level of sensitivity is too high to warrant justification and
makes the cost of testing disproportionately high. In one case, it was specified that high-pressure
liquid chromatography mass spectrometry (HPLC MS) be used to test for chloramphenicol. HPLC
MS has a sensitivity level of 0.2 ppb, compared to 10 ppb in the case of testing by HPLC, which is
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the test specified by the Association of Official Agricultural Chemists (AOAC). The additional
equipment required would mean an expenditure of around Rs 1.5 crore (US$ 0.33 million) per
piece of equipment.

2.  Transparency

Under the SPS Agreement, governments are required to notify other countries of any new or changed
sanitary or phytosanitary measures which affect trade. There should be a reasonable interval between
the publication of such regulations and their entry into force. This would give producers in the exporting
countries, particularly developing countries, some time to adapt their products and methods of
production to the requirements of the importing countries. For a country to be able to meet the SPS
requirements of various WTO countries, it must have access to their norms. There has often been a
lack of information and transparency in this regard, and the specifications, as well as methods of
sampling, inspection and testing, remain unclear. New regulations are brought out and implemented
without even giving producers in the exporting country a chance familiarize themselves with these.

Often, the standards are available only in the language of the importing country, or are presented
in a very complicated manner. This leaves the exporters in the dark, with the result that they are
liable to face rejection at the point of import. Within the EU itself, each country has different
microbiological specifications for marine products. Italy has specified certain limits for Vibrio
parahaemolyticus, whereas some countries do not have limits for this parameter. France rejects
consignments of fish and fishery products if Vibrio cholera O1 is present, whereas Italy rejects them
even when the non-O1 strain, which is reported to be non-pathogenic, is present. France has laid
down its specifications in French and does not have an official English version. The same is the case
with Spain and other countries.

3.  Risk-based approach

The risk posed to consumers by hazards in foods has been identified as a significant concern at the
international level. Article 5 of the SPS Agreement provides that sanitary and phytosanitary measures
should be based on an appropriate assessment of the actual risk involved, and that the details of the
assessment should be made known to the exporting country if it so requests. The Codex Alimentarius
Commission is also promoting regular application of risk analysis principles by all Codex Committees
while setting standards.

Some importing developed countries have been found to fix standards without carrying out
any risk assessment work. An example is that of marine products, consignments of which were
rejected by an importing country due to the presence of certain microorganisms, such as Vibrio
parahaemolyticus, as a ‘nil’ limit was laid down. However, these marine organisms inhabit the
tropical waters and there is every chance of their being found in raw fish and fishery products. They
are generally destroyed by chilling, freezing or heating at 60°C. Besides, they are not considered a
potential hazard as raw frozen products are cooked before consumption. Importing countries such
as Japan have specified limits for Vibrio parahaemolyticus (that too, at levels ranging from 1000 to
10,000 per gram), only in the case of ready-to-eat cooked products, or seafoods meant for raw
consumption, and not products to be cooked before consumption. The importing country in question
has apparently not carried out risk evaluation work, considering that it has not made any such
evaluation available, despite repeated requests.

4.  Safety management systems approach

The consideration of certain critical factors to ensure quality and safety throughout the food chain—
from primary production up to final consumption—is becoming increasingly necessary in the
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production and processing of food items. The Codex Alimentarius Commission recognizes Hazard
Analysis and Critical Control Point (HACCP), a food safety assurance and management system, as a
tool to assess hazards and establish control systems. It focuses on preventive measures instead of
relying primarily on testing at the end product stage. The Commission is currently incorporating the
HACCP-based approach into the new hygienic codes under development. Many countries, including
the US, Canada, Australia and several EU members, are insisting upon the use of such an approach,
both in domestic and overseas trade, in the case of the more risk-prone products, such as marine
food, meat, poultry and dairy.

Some countries insist on freezing the infrastructural requirements. The HACCP standards do
not call for this. Besides, it would be difficult to implement. In any case, it is internationally accepted
that alternate equivalent measures which meet the requirements of the importing country are
permitted. For instance, some EU teams insist that flake-ice machines be installed in seafood
processing units, whereas crushing block ice in a hygienic manner would serve the same purpose.
Others insist on the use of milking machines for milk production.

The implementation of such systems is being initiated at the primary production level in certain
sectors, such as marine and egg products.

5.  Capacity-building

Capacity-building is important in order to be able to comply with the requirements of developed
importing countries. Article 9 of the SPS Agreement provides for extending technical assistance to
developing country members for this purpose. India has identified some areas for capacity-building
to meet the requirements of importing countries, especially of the EU. These are upgrading testing
facilities (particularly in the area of residue analysis, which is very important today); upgrading or
empowering human resources in areas such as testing, risk analysis, and development and auditing
of HACCP plans; developing GMP/GHP/HACCP modules for implementation, both at the national
level as well as for export; and establishing databases on the requirements of importing countries.

Although importing countries are coming forward to offer assistance, such assistance has so far
been minimal. At times, it arrives too late, when the exporting country has already lost out on its
markets, or has spent a considerable amount of its own resources to upgrade its facilities. An example
is the development of capabilities by India for testing antibiotic residues in marine products to be
exported to EU countries. As the latter were continuously rejecting the consignments and assistance
would have taken time to materialize, India utilized its own funds to purchase expensive state-of-
the-art equipment and to train manpower.

6.  Equivalence

The concept of equivalence, recognized by the SPS Agreement, is also being encouraged at the
international level by the Codex Alimentarius Commission. It is aimed at more effective use of
pooled resources, avoiding duplication of inspection and testing, and ensuring that health and
safety requirements are met effectively.

The Government of India is emphasizing the development of equivalence agreements with
the health authorities of its major trading partners. The Exports Inspection Council (EIC), its official
certifying body, has been designated a competent authority by the European Commission for marine
products and basmati rice, while recognition is awaited for egg and milk products. The EIC has also
finalized an equivalence agreement with the Australian Quarantine and Inspection Service (AQIS),
Australia, and the agreements with Sri Lanka and Italy are in an advanced stage. Further, discussions
are ongoing with the US, Canada, Argentina, Japan, South Korea and some other countries, including
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EU countries. The agreements are aimed at not only ensuring recognition of India’s certification, but
also covering exchange of information on standards; methods of sampling, inspection and testing;
and include a provision for retesting and appeal in case of rejection, return of rejected consignments,
and so on. Recognition of India’s standards and certification systems would provide the country
with an equivalent level of protection against health risks (i.e. equivalent to that of the importing
countries). It would also reduce the rate of rejection, as also the degree of scrutiny to which Indian
products are subjected in overseas markets.

By reducing the risk of rejection and the overall financial burden, such agreements benefit
exporters in the developing countries. They are being encouraged under both the SPS Agreement
and Codex standards. The former states: ’Members shall, upon request, enter into consultation with
the aim of achieving bilateral or multilateral agreements or recognition of the equivalence of specified
SPS measures.’ However, members often avoid such agreements even after the receipt of a formal
request, as either the administrative burden involved is not justified, or they do not want to lose
control over their imports. Some countries have expressed disinterest in such agreements, as import
controls are a means of earning income and they do not want to incur the financial loss. At times,
important components, such as the provision for retesting and appeal in case of rejection, are
excluded since they do not suit the interests of the importing country.

7.  Rejection and destruction of consignments

Sometimes, the health authorities in the importing country destroy consignments that are
contaminated, either biologically or chemically, instead of returning them to the exporting country.
Further, full details of the methods of sampling and analysis, and the results obtained are not provided.
According to the Guidelines for Exchange of Information between Countries on Rejection of Imported
Food, developed by the Codex Committee on Food Import and Export Inspection and Certification
Systems (CCFICS), the importing country should provide these details. Further, as per the standard,
the importing country can take a decision on destruction of the consignment. In such cases, the
exporting country may not be consulted. At times, the assessment of consignments which have
been sent back has shown that they are not contaminated.

It is necessary to involve the exporting country in such decisions to (i) enable the competent
authority to retest the consignments and ascertain whether they are contaminated and, if so, examine
the cause, and (ii) verify whether the rejection is justified, as the methods used for testing may have
lacked uniformity.

On numerous occasions, the importing country has adopted different methods for sampling
and testing, or tested for parameters/contaminants not notified in their standards, and gone on to
reject consignments accordingly. For example, the rejection and destruction of consignments which
test positive for all strains, including the non-pathogenic ones, of Vibrio cholerae by Italy and some
other countries may not be justified.

Consignments which test positive in one laboratory (of the importing country) sometimes test
negative in another. Complete re-testing of the consignments once they have been brought back
would enable the exporting country to identify any contaminant and take immediate corrective
measures to control/eliminate recurrence. Besides the fact that the destruction of a consignment
results in an enormous waste of money, some cases of contamination (e.g. with Salmonella) can be
rectified by reprocessing. It is, therefore, necessary to give the exporting country a chance to bring
back consignments that have been found to be contaminated.

Another concern arising from the imposition of stringent sanitary and phytosanitary barriers
is the possibility that some countries use these as a means of replacing tariff barriers to trade.
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The FAO’s report on the implications of the SPS Agreement for India shows that there is a high
level of concern about this matter in the country.

8.  Health certificates

Language problem: Health certificates for export consignments of food products are issued by the
competent authority in a prescribed pro forma as per the requirements of the importing country.
For some time now, the health authorities of certain countries have been insisting that these certificates
be filled in their own language. For example, Spain wants them to be filled in Spanish rather than
English. Requirements such as these are problematic and have begun to serve as nontariff barriers
(NTBs).

Retrospective issue: While, as a rule, health certificates are issued before the shipment of a
consignment, unavoidable circumstances sometimes make it impossible for the exporter to apply
for the certificate on time. In such cases, the certificate may need to be issued retrospectively. Some
countries, however, do not accept this practice, despite a clause in the Codex guidelines that reads,
’Certificates may be issued while consignments are in transit to the country of destination only
when appropriate systems of control are agreed by the Competent Authorities of the importing and
exporting countries.’ It is important to allow the occasional issuance of retrospective certificates,
especially for consignments from exporters who have been approved by the competent authority,
and who are under the regular surveillance system.

9.  Economic impact of certain measures

Voluntary standards: The imposition of voluntary international standards, such as ISO 14000 (on
environmental management systems), by buyers has the effect of restricting the market access of
their suppliers for at least some time, until the industry upgrades itself. It also raises the cost of
implementation considerably. Another example is SA 8000, the international standard on social
accountability which was announced recently. This deals primarily with the working conditions and
quality of life of workers, and other socioeconomic issues. However, importing countries can use
this standard to limit the import of various products.

Rapid alert system: Rapid alert is imposed by a member state of the EC in case a consignment
does not meet the SPS requirement. When rapid alert is imposed by one member state, it is
implemented by all EU countries. For the alert to be lifted, the country which imposed it has to clear
a specific number of consignments. The rapid alert is not called off even if other EU countries test
and clear a large number of consignments. The state of ‘on alert’ often continues over hundreds of
consignments and, in one case, lasted for over two years. This has a serious economic impact on the
exporting country.

10.  Conformity assessment

In several cases, consignments have been rejected because the methods of testing used were different
from those specified internationally, that is, by Codex. The example of high-sensitivity tests for
chloramphenicol in shrimp has already been mentioned. It has also been observed that the method
used by Norway to test for Vibrio cholerae is a nonvalidated one, which differs from the Codex
method. The results obtained in Norwegian laboratories for consignments tested by this method are
different from those obtained in Indian laboratories.

The use of differing test methods has led to an increase in the rate of rejection of consignments,
an issue that needs to be looked into. One solution would be to provide for joint testing involving
the competent authority. Some developed countries have made provisions like this. Equivalence
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agreements would also help minimize the problem, as they would result in acceptance of the
exporting country’s certification system.

Conclusion
The emergence of the WTO regime has encouraged the adoption of international standards to
improve the quality of products, as well as the adoption of conformity assessment procedures. The
beneficial fallouts include consumer protection and the prevention of unfair trade practices, while
at the same time, ensuring the free flow of trade across borders. Among the challenges to be addressed
is the occasional imposition, by importing countries, of conditions that are not in the spirit of the
WTO agreements. In order to address some of the concerns mentioned in this paper, exporting
countries must take advantage of the SPS Agreement and certain international standards to take up
issues with the importing governments. They could also seek amendments in the international
standards, especially Codex standards, to resolve some of the problems. In addition, nontariff issues
should be actively taken up at various fora, including the WTO. This would go a long way in ensuring
that NTBs are not imposed in an unjustifiable manner, and that an increasing volume of goods from
developing countries enters the global markets.
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Article 2(U) of the WHO Constitution has mandated the Organization to develop, establish and
promote international standards with respect to food, biological, pharmaceutical and similar products.
The process of supplying food is susceptible to several hazards, such as those arising from vehicle
emissions, agricultural practices, and industrial emissions and effluents, as well as those arising
during cooking, processing, storage, distribution and retailing. Diseases affecting crops, livestock
and seafood also necessitate adherence to food safety standards. The spread of food-borne diseases,
especially those caused by Campylobacter and Salmonella in England and Wales over a 15-year
period starting in1980, gave a clear indication of the dangers involved. The potential spread of
bovine spongiform encephalopathy (BSE) and variant Creutzfeldt–Jakob disease (vCJD) through live
cattle, food containing beef, pharmaceuticals, blood and blood products, human and bovine tissue
used in biologicals, and bovine tissue used in gelatine is another area of concern.

According to Article 2 of the SPS Agreement, a member may take measures to protect human,
animal or plant health or life, provided that these are not unnecessarily strict, are based on sufficient
scientific evidence and a sound assessment of risk, and are consistent and transparent. The Agreement
recognizes the standards, guidelines and other recommendations laid down by the Codex
Alimentarius Commission, as these are considered to represent the international consensus regarding
health and safety requirements for food. It allows members to employ standards stricter than those
of the Codex, but recognizes that such standards should significantly contribute to public health,
and not serve as NTBs to trade.

The Codex standards, guidelines and recommendations serve as an international yardstick
with respect to national health and safety requirements for food. The Codex Alimentarius Commission
is an intergovernmental body implementing the Joint FAO/WHO Food Standards Programme. Created
in 1963, the Codex has 167 member countries. Its main objectives are health protection of consumers
and the promotion of fair practices in the food trade. It has specific committees for milk and milk
products, meat and poultry, fats and oils, fish and fishery products, fresh fruits and vegetables,
processed fruits and vegetables, cocoa products and chocolate, sugars, cereals, pulses and legumes,
and vegetable proteins. An ad hoc task force has been set up for natural mineral waters and fruit
juices.

General subject committees have been set up to consider general principles, pesticide residues,
food additives and contaminants, food labelling, methods of analysis and sampling, food hygiene,
residues of veterinary drugs in food, food import/export inspection and certification systems, and
nutrition and foods for special dietary uses. In addition, there are ad hoc task forces on food derived
from biotechnology and on animal feeding. The process of risk assessment involves the identification
of hazards, exposure assessment, and characterization of risks and hazards. With respect to chemical
hazards (food additives), the Joint FAO/WHO Expert Committee on Food Additives (JECFA) has
prescribed an acceptable daily intake (ADI), exposure assessment and risk characterization of
suggested maximum levels. The Codex Committee on Food Additives and Contaminants takes
these recommendations into account.

Dr Gerald G. Moy
Manager, GEMS/Food, Department of

Food Safety, World Health Organization

WHO perspective on food safety
and the SPS Agreement
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In 1988, following the EU–US dispute over the presence of growth-promoting hormone residues
in beef, the EU banned the use of these hormones. In 1995, the Codex adopted standards specifying
maximum levels of hormone residues in food, on the basis of the risk assessment carried out by the
JECFA. The following year, the US challenged the EU ban, on the ground that it was inconsistent
with the SPS. The WTO panel ruled in 1998 that the EU ban was in violation of the SPS rules
because the scientific evidence presented in support of the ban did not justify it. However, the EU
failed to lift the ban within the time frame set by the arbitrator. In 1999, the WTO authorized the US
(and Canada) to take compensatory measures.

• Article 9 of the SPS Agreement requires WTO members to provide technical assistance to
developing member countries through the Standard and Trade Development Facility.

• The Codex Trust Fund provides support for developing countries to participate in meetings
of the Codex Commission and its subsidiary bodies.
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The preamble of the SPS Agreement categorically states that its provisions are not to be applied in
a manner which is arbitrarily or unjustifiably discriminatory, or which amounts to a disguised restriction
on international trade. The SPS Agreement has certain rules and provisions for LDCs. Article 10
refers to the special rights of LDCs. Article 10.1 requires members to take account of the special
needs of developing country members, in particular, those of the LDCs. As an LDC, Bangladesh
needs longer time frames for compliance, which is allowed under Article 10.2.

Bangladesh’s experience with the export of shrimp to EU countries outlines the importance of
considering the special needs of developing countries and LDCs, and indicates the manner in
which problems arising from their lower level of development can be resolved. By 1997, the
Bangladesh shrimp processing industry had invested US$ 17.6 million in upgrading its plants. The
government had spent US$ 382,000 on upgrading laboratories and training personnel. The
development partners had invested $72,000 in training programmes in Bangladesh. By 1997, the
country had 25–30 well-equipped firms that were exporting quality shrimp under proper hygienic
conditions. The major importers were members of the EU, who accounted for 34%–50% of the
total exports. As the EU has long been importing shrimp from these and other firms in Bangladesh,
it was aware of the possible variations in the quality of the shrimp exported. An FAO project aimed
at assisting the formulation and implementation of an assurance programme based on Hazard
Analysis Critical Control Point (HACCP) was already under implementation at that time.

In 1997, the EC banned the import of frozen shrimp from Bangladesh on the ground of
noncompliance with the importer’s hygienic regulation HACCP. Specifically, the objections were
related to the use of unskilled workers with unhygienic habits, unhygienic transportation and
preservation, and untimely procurement of shrimp. While European countries were among
Bangladesh’s best development partners, the EC’s en masse ban on the import of shrimp from
Bangladesh had its own flaws. In particular, the fact that the majority of the exporting units fulfilled
the SPS requirements raised substantial doubts about the fairness of the ban. One of the important
principles of the WTO is that the health and hygiene concerns of the importing countries’ population/
consumers shall be a major determinant of trade in food products. It also prescribes that the flow of
trade shall not be hindered by NTBs20, TBTs21, and SPS measures.

Leaving aside the arbitrariness of banning the products of quality exporters, the EU should
have at least provided appropriate guidelines on how to improve the functioning of the exporting
firms. It should also have given them lead time to effect improvements. Further, the EU could have

Dr Mohammad Hassanul Abedin Khan19

Director, WTO Cell
Ministry of Commerce, Bangladesh

Bangladesh’s experiences with SPS and
food safety: Shrimp exports

19 The views expressed by the author do not in any way reflect the views of the organization which he works for or represents.
20 These consist of government measures other than tariffs that restrict trade flows, e.g. quantitative restrictions, voluntary restraint
measures and variable levies.
21 These consist of impediments to trade resulting from the existence of standards (e.g. packaging, marking, labelling, etc.), and
conformity assessment systems.
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provided technical assistance, where necessary. The ban would have been justified only if these
firms failed to comply with the health and hygiene requirements.

It was in recognition of the limitations on the LDCs’ ability to meet certain requirements that
the SPS Agreement stipulated that they should be granted, upon request, specified time-limited
exceptions, in whole or in part, from obligations under the Agreement. Importers were to keep the
LDCs’ financial and developmental needs in mind. The unilateral action of the EU violated this
spirit of accommodation.

It is worrisome that the use of SPS and other nontariff measures may continue to hinder the
market access of LDCs. Further, concerns have arisen over the fact that LDCs, including Bangladesh,
face problems complying with SPS requirements because of their lower level of economic
development and, more specifically, their level of SPS capacity. Though the EU proposed permitting
free access for virtually all agricultural and food commodities to the LDCs under the ‘Everything But
Arms’ initiative,22 at the same time, agricultural, fishery and food products are subject to an increasing
number of SPS measures. In the most extreme cases, such measures can prohibit the import of
these products. Then there are certain requirements which are nearly impossible to meet. For
example, according to the EU hygiene requirements for fish and fishery products, fish should not
make contact with wood. However, most traditional fishing vessels in developing countries are
wooden.

Many developing countries and LDCs face constraints that limit their ability to comply with
SPS requirements in the EU (especially with respect to the export of agricultural and fishery products).
Often, SPS-related matters are handled by a multitude of government ministries, departments or
agencies, with the result that administrative responses to changing SPS requirements can be slowed
down by bureaucratic procedures. Unless changes in SPS requirements are communicated well in
advance, LDCs may end up struggling to comply at the last minute.

It is a matter of concern that instead of helping to protect the developing countries and LDCs
against unfair practices, as evidenced in some trade disputes, SPS and TBT measures are being
applied by the developed countries with greater stringency than is called for. Many small exporters
from these countries continue to face a ’nonfriendly trade regime’ and do not have recourse to the
formal dispute settlement process because of the small volume of trade involved. Moreover, very
little of the financial and technical assistance promised in the SPS and TBT agreements has materialized
so far. These promises need to be made more concrete and the level of effective support needs to
be raised considerably.

Currently, there is an increased commitment within Bangladesh’s industry and government to
raise the quality of the shrimp produced in order to meet international standards. Both the exporters
and the government have made major investments in plant infrastructure and training of personnel
to achieve international technical and sanitary standards. Sanitation inspection has been strengthened,
plants have been repaired and modified, new equipment has been installed and new laboratories
set up. Also, greater emphasis is being placed on good aquaculture practices, as well as certification
of aquaculture facilities. There has also been diversification of exportable shrimp products (cooked,
quick-frozen, and so on).

Although as an LDC, Bangladesh can offer competition in the international food commodities
market due to competitive advantages such as lower costs, harmonization of SPS measures is yet to
be achieved. In order to fulfil the minimum safety requirements, there is a need for cooperation not

22 On 5 October 5, 2000 the European Commission approved a proposal that would grant duty-free access to the world’s 48
poorest countries (LDCs), 39 of which are in the ACP group. The proposal covers all goods, except those in the arms trade.
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only between a country’s industry and government, but also between them and the country’s
external partners (i.e. importers, especially the EU). LDCs and developing countries require assistance
both with technology and the training of workers to use the new technology and conform to
international standards on food-handling, sanitation and personal hygiene.

The problems resulting from the en masse banning of Bangladeshi shrimp exports were resolved
later due to the joint efforts of the exporters and importers The experience of Bangladesh demonstrates
that such efforts can be successful. It also shows that with careful guidance and focused effort
developing countries can successfully face the challenges of the global market.
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Viet Nam, which is on its way to becoming a WTO member, has had to conclude 16 WTO agreements
related to adjustment and transparency of trade and investment policies The SPS and TBT agreements
have proved the most difficult.

Developed countries have employed certain measures, called ‘protective methods’, to set up
trade barriers against products exported from developing countries. These include: (i) Articles 3.3
and 5 of the SPS Agreement that allow members to apply a level of protection which is higher than
international levels, as long it does not conflict with the Agreement, has acceptable justifications
and does not create trade barriers; (ii) Article 5.7, which permits members to use temporary measures
to protect human and animal health to prevent risks, only on the basis of appropriate information
and with adequate scientific evidence.

In the past few months, some products (e.g. shrimp) from companies in Viet Nam have been
returned. This is an indication of the problems that may have to be faced in the future. The main
reasons cited for rejection are that international standards have not been met, harmful chemical
substances have been used, Vietnamese standards have been applied instead of international
standards (especially WTO standards), and the labelling is incorrect and not in English. Some of the
factors responsible for this situation are a lack of information on the market, a limited understanding
of international regulations and requirements, an underdeveloped system of quality assurance, and
incoherence in technical/quality standards.

The maintenance of quality and inspection of the quality of products are vital to overcoming
technical barriers. The international quality management systems which may be applied to Viet
Nam include Total Quality Control, Total Quality Management, and quality management according
to the ISO system or HACCP. Viet Nam has to establish an official institution or programme for the
inspection of quality in order to be able to meet international standards for exports. The national
institution for standardization must be enabled to conduct research, and should help Viet Nam fulfil
its basic responsibilities by checking and upgrading standards.

It has been suggested that each country set up safety and epidemic-free areas, and keep a strict
check on food safety and sanitation measures. Viet Nam has been actively controlling diseases of
international concern, such as those caused by the Nipah virus and zoonoses. As regards food safety
measures, the government issued directives on the reinforcement of food quality, sanitation and
safety in April 1999, and on managing the use of antibiotics and chemicals in animals meant for
export in February 2002. Legal instructions are yet to be issued for putting into effect and practice
the ordinance on food safety and sanitation issued by the government in 2003.

Viet Nam has evolved an action plan aimed at improving the laws and legal documents, adjusting
standards to meet the WTO requirements, improving food quality and quality assurance systems,
and advocating WTO agreements to the stakeholders. The plan also explores the rights which Viet
Nam should have as a future member of the WTO, as well as the developing countries’ right to
receive technical support.

WTO/SPS Agreement: Viet Nam’s experience

Dr Nguyen Hoang Long
Ministry of Health,
Viet Nam
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The ban imposed by Fiji on the import of mutton flaps from Tonga illustrates the difficulty and huge
onus that the multilateral trading system places on small and vulnerable developing countries, which
lack the necessary resources, capital and institutional means to fully implement the WTO agreements.

Fiji prohibited the sale of mutton flaps under the provisions of the Fiji Fair Trading Decree,
citing health risks as the main reason. However, the authorities failed to provide scientific proof of
the risk. This, as well as pressure from a member which threatened to take the case to the WTO,
compelled Fiji to lift the ban.

Although Tonga had a valid case, it lacked the resources to carry out the necessary work to
support its case. It did not have the appropriate standards and regulations in place, and also lacked
adequate testing facilities, such as laboratories. The national Codex Committee has held consultations
on the framework and structure best suited to Tonga. However, it is necessary to make these
institutional, structural and regulatory adjustments prior to the implementation of the agreements.

Tonga’s experience with Fiji is an example of the difficulties encountered by small developing
nations in protecting their interests. It also highlights the need for technical and financial assistance
from developed countries.

Dr Ha’unga Petelo
Deputy Director, Tonga Trade Ministry of Labour,

Commerce and Industries, Nuku’alofa, Tonga

SPS difficulties faced by Tonga
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SPS issues and the Maldives

Mr Ubeydulla Thoufeeq
Senior Pharmaceutical Officer,
Ministry of Health, Maldives

The island archipelago state of the Maldives, a GATT contracting party since 19 April 1983, became
a member of the WTO on 31 May 1995. The Maldives provides MFN treatment to all WTO members
and is eligible for ‘special and differential treatment’ under the WTO agreements. A National WTO
Committee was established by the President in May 2002 to improve the formulation and
coordination of the country’s trade policy. The members of the Committee, chaired by a senior
officer from the Ministry of Trade and Industries, include senior officials from 13 ministries or agencies.
It meets regularly to coordinate issues related to the WTO.

A Copyright Law has been drafted with the assistance of the World Intellectual Property
Organization (WIPO), and is awaiting approval from the Maldives Law Commission. With the WIPO’s
assistance, the government is contemplating a multi-year project for the establishment of a
comprehensive and modern intellectual property system. The Maldives is also a signatory to the
Convention on Biodiversity.

Over 500,000 tourists visit the Maldives annually. Tourism and fisheries are the country’s major
economic activities. Its agricultural output is not sufficient and it depends on the import of food.
More types of food are being imported than earlier and the quantity of imports is on the rise. A
significant portion of the food imports is intended for the tourism industry. The country’s major
exports are fish and other marine products.

The Maldives still has some distance to cover with respect to the implementation of the SPS
Agreement. It is yet to become a member of the Office International des Epizooties (OIE), Codex
Alimentarius Commission and International Plant Protection Convention (IPPC). The Ministry of
Fisheries and Agriculture monitors plant/animal quarantine in coordination with the Maldives Customs
Services. The Ministry of Health regulates food safety and human quarantine. There is a lack of
trained personnel and expertise to develop and implement regulations, guidelines and strategies.
The National Public Health laboratory tests food and pharmaceuticals, pesticide residues and the
quality of water, and acts as the national competent authority.

The food safety regulations are not comprehensive. An example is the recent infestation of the
coconut crop by an alien pest, Brontispa (the coconut leaf beetle), which caused extensive damage
in several inhabited as well as uninhabited islands of South Ari Atoll. It is believed that the pest was
recently introduced into the country. The presence of Brontispa was first reported on Sun Island
resort in South Ari Atoll in early 2000. Possibly, it entered the Maldives through ornamental palms
imported in 1999 from South-East Asian countries, where it is believed to be endemic. The direct
economic loss to Sun Island resort between June 2000 and February 2003 was estimated at US$
300,000. The pest has since spread to the neighbouring islands in South Ari Atoll.

To strengthen phytosanitary and quarantine procedures, the Maldives plans to set up quarantine
facilities for plants at its main ports and also establish the legal framework required for this. It is
considering the development of a national phytosanitary certificate based on the FAO–IPP model.
Also, good manufacturing practices and national standards for fish and fish products need to be
harmonized with Codex standards. The other key needs that have been identified include the
adoption of technical standards, notably, SPS measures, in the production of fish; meeting ISO
requirements; and developing adequate facilities for inspection and control.
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Ms Cha-aim Pachanee
Mr Suwit Wibulpolprasert

Ministry of Public Health, Thailand

Policy coherence between health-related trade and health
system development: Case study of Thailand

If a country wants to benefit its economy and promote health, its trade negotiations must reflect
coherence in policy. Health policies must be designed so as to ensure that the benefits are distributed
equitably, and the losers are well protected and compensated for. It is rare to be able to achieve
total coherence in policies, but policy-makers and analysts should try to minimize the extent of
incoherence and account for the possible negative implications. This task requires the establishment
of appropriate bodies, which are open, transparent and inclusive. It also calls for adequate knowledge,
which should be well managed, and a well- informed society.

WTO member states can make use of a wide variety of fora and opportunities in order to
achieve greater coherence among policies. The resulting synergy would contribute towards making
the developmental process more equitable and efficient. Further, enlightened leadership and the
establishment of cross-sectoral institutions could facilitate coordination between the health and
trade sectors. Policies can also be made more coherent by building a strong ’triangle’, consisting of
knowledge groups (government and research organizations), the society, and the negotiators and
policy-makers.

Trade negotiation structure before the FTA period
In Thailand, the process of achieving policy coherence in international trade evolved over time. It
started under the aegis of a single agency, the Ministry of Commerce, prior to 1995. The subsequent
years saw the growth of a multisectoral partnership. In 1997, Thailand reformed its structure for
international trade negotiation, involving many more stakeholders. These included all the ministries
concerned, the private sector, academicians and civil society. In the sphere of health-related trade,
the health sector, particularly the Ministry of Public Health (MOPH), plays the key role in preparing
the national position. It functions in partnership with other related sectors, as well as civil society.

The Ministry of Commerce is the pivotal agency for the formulation of international trade
policies. It is the secretariat of the National Committee on International Trade Policy. Apart from
this, many committees and subcommittees have been set up by different ministries to handle specific
trade agreements. For example, in 1998, the Ministry of Public Health set up the Ministerial
Committee on Health Impact from International Trade. This committee had three subcommittees,
one each on TRIPS, SPS/TBT and GATS (Figure 1). All these bodies form an infrastructure, which has
helped in the development of human resource capacity, as well as networking between all the
stakeholders. However, except for the restructuring of the Ministry of Commerce, no permanent
trade-related unit has been set up in any ministry.

The Ministry of Public Health has designated the Bureau of Policy and Strategy as the central
secretariat of the ministerial committee. The secretariats of the subcommittees on TRIPS, SPS/TBT
and GATS fall under the Food and Drug Administration (FDA), the Department of Medical Sciences
and the Medical Registration Division, respectively. The inputs of some academicians and researchers
on health systems are used to formulate clear recommendations. The parties involved have recognized
the need to strengthen capacity. A lot of research work is carried out with the support of WHO and
the Thailand Research Fund.
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Current trade negotiation structure
The shift from multilateral towards more bilateral FTAs gave rise to a change in the structure for
trade negotiations in Thailand. In December 2003, the Prime Minister appointed the Committee
on International Trade Policy, to be chaired by the Prime Minister, who can request the Deputy
Prime Minister to preside over it when he chooses to. The Minister of Commerce is the Vice-
Chairman of the committee, the Permanent Secretary of Commerce its secretary, and a deputy

Source: Wibulpolprasert, Hempisut, and Pitayaransarit, 2002.

Note: MOC = Ministry of Commerce
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Figure 1: Previous trade negotiation structures: Thailand

Figure 2: Current FTA Trade Negotiation Structure

Source: Department of Trade Negotiation (DTN), Ministry of Commerce
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assigned by him serves as the vice-secretary. The committee’s members include the Ministers of
Finance, Foreign Affairs, Agriculture and Cooperatives, and Industry, in addition to the Secretary-
General of National Economic and Social Development. The Committee is authorized to appoint
subcommittees or working groups, when it deems fit. This is how the Working Group on International
Trade Negotiation Strategies and Policies and the Working Group on FTA Monitoring came to be
established.

Thailand is now in the process of negotiating free trade agreements with eight countries from
BIMSTEC23 and EFTA24. The Committee on International Trade Policy has appointed Chief Negotiators
for the teams negotiating with each country. Most of the teams are headed by representatives from
the Ministry of Commerce. The Bureau of Service Trade Negotiation acts as the secretariat for the
teams’ negotiations on services.

Role of the Ministry of Public Health under the new trade negotiation structure

The Bureau of Policy and Strategy functions as the central secretariat of the Ministry of Public
Health, in which it plays a coordinating role. The Department of Medical Sciences and the FDA are
jointly responsible for maintaining the quality of products. The FDA is also responsible for drug
registration and patent-related issues. The Department of Health Service Support is responsible for
ensuring the quality of health service facilities and promoting the export of health services. The
Ministry of Public Health has the charge of ensuring universal access to quality health services,
supporting trade in health services through quality assurance of products and services, and promoting
exports.

Although the Ministry of Public Health is not a member of the Committee on International
Trade Policy, it is invited to the Committee’s meetings during discussions on health-related issues.
Under the new structure for negotiations, the preparation of the country’s position during negotiations
falls under two broad categories – ‘by country’ and ‘by sector’ (Figure 2). The relevant agencies are
responsible for the ‘by sector’ negotiations (Figure 3). For example, the Ministry of Public Health is
the focal point for negotiations pertaining to the health sector and prepares the country’s position
after consulting the stakeholders.

The Committee on Trade in Health and Social Services, established by the Ministry of Public
Health in January 2004, studies the implications of trade liberalization policies for the Thai health
system; develops the modalities of negotiation for the liberalization of trade in health services under

Figure 3: Preparation for FTA negotiations

Source: Department of Trade Negotiation (DTN), Ministry of Commerce
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23BIMSTEC was set up in June 1997 to foster socio economic co-operation among Bangladesh. India, Sri Lanka and Thailand.
Myanmar was admitted as a full member in December 1997. Bhutan and Nepal were admitted in 2004
24European Free Trade Association
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bilateral, regional and multilateral trade agreements; recommends policies and positions for such
negotiations; and builds a network for coordination among the agencies concerned. It consists of
representatives from the Ministry of Public Health (Departments of Medical Sciences, FDA, Thai
Traditional and Alternative Medicine Development, and Health Service Support, Bureau of Policy
and Strategy, and International Health Policy Programme), Ministry of Commerce (Departments of
Trade Negotiation, Export Promotion, and Intellectual Property Rights), Ministry of Foreign Affairs,
the Health System Research Institute, Private Hospitals’ Association, and professional bodies. A
special working group, chaired by the Secretary-General of the FDA, was established in June 2004
to deal with the pharmaceuticals aspect of the Thai–-US trade negotiations.

The Ministry of Public Health provides inputs on the possible negative impact of trade
negotiations on the Thai health system. It also gives advice on the requests that might benefit the
Thai economy. The Ministry is responsible for generating knowledge and building the management
capacity required to support the negotiations; strengthening the health-care system in response to
any potentially negative effects; preparing for the implementation of the flexibilities in the TRIPS
Agreement; and supporting the private health sector’s efforts in the sphere of image-building and
quality improvement. Further, the Ministry works closely with the Department for Export Promotion
to improve the marketing of health services.

Involvement of other sectors
Stakeholders from several sectors, including the civil society, academicians, universities, research
funding bodies, research bodies and the private sector, collaborate on trade and health issues,
under both formal and informal networks (Figure 5). They provide inputs to the government on the
negotiation positions to be adopted. Box 1 lists all the sectors involved in international trade in
health services. Since 2001, the National Health System Reform Office (NHSRO) has been organizing
the annual National Health Assembly (NHA), which can be used by all sectors as a forum to voice
their interests regarding specific agendas.

Figure 4: Structure of 'by sectors' preparation for negotiating positions
under services and investment

Source: Department of Trade Negotiation (DTN), Ministry of Commerce
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‘Health implications of trade liberalization’ was among the items on the agenda of the NHA in
2004. The discussion covered the mechanism and process of trade negotiations; protection of
intellectual property rights; protection of plants, including medicinal plants, and information on
Thai traditional medicine; and liberalization of trade in health services. About 350 persons from
several sectors, especially from the civil society, participated in the three-hour discussion. (The
recommendations of the NHA are given in Box 2.) For the liberalization of trade in health services,
the NHA recommended to the National Health System Reform Committee that trade should be
conducted solely by the private sector. It felt that the government should be responsible for controlling
the quality of health services and overseeing the provision of services. The government was advised
to support studies on the implications of trade in health services, and to disseminate the information
obtained. The NHA also recommended that the government should focus on equity in education
while developing human resources for the health sector, and should also aim at the retention of
human resources. Further, emphasis was laid on equitable distribution of health services, as well as
expediting improvements in the efficiency and quality of the health system and the national health
insurance system.

Figure 5: Networking among different sectors
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Knowledge support for trade negotiations
A considerable volume of research has been conducted, with funding from several agencies, on
information relevant to trade negotiations, and on ways and means of building the capacity of
human resources in this area. In 2003, a joint project was undertaken by researchers from the
Ministry of Public Health, Mahidol University and the National Economic and Social Development
Board, on ’Development of Research Framework on Trade in Health Services’. It was supported by
the Thailand Research Fund, as well as funds from the ministries of commerce and finance. The
project focused mainly on analyses of the competitiveness of each industry, and provided suggestions
on the development of negotiation positions on FTA. Other universities, the International Health
Policy Programme (Thailand), Thailand Development Research Institute and the civil society are
among the others involved in research in these areas.

Several meetings and seminars have been organized by the ministries of commerce and finance,
the universities and civil society to provide updated information on trade negotiations. The meetings
are also aimed at eliciting public opinion on the specific subjects taken up.

Conclusions and recommendations
For trade negotiations to succeed, the policies of a country must cohere with each other. This
means that they should concertedly address several issues, such as how to steer negotiations so as to
derive the maximum benefit for the national economy; how to ensure equitable distribution of the
benefits; how to support and compensate the disadvantaged; and how to use the gains from trade
to support social development, or to overcome shortfalls, e.g. allocating more resources to health
and education.

In order for negotiations to be constructive, the health sector needs to focus on generating
knowledge, ensuring proper management and building appropriate networks. Social mobilization
is of vital importance. The knowledge thus generated can prove vital while formulating requests and
offers. It also plays an important role in the development of strategies to handle the negative
implications of trade agreements.

The negotiators should be well informed and should be equipped to put forward proposals to
alleviate any possible negative effects. It will not do to remain passive and wait for negative effects
to occur. It would be best to avoid an attitude of negative confrontation during negotiations, and to
adopt a moderate and well-informed position. In any case, a country should not jump into health-
related trade in a blind manner.

The government should also avoid negative confrontations with the private health sector, and
be open to the views of the civil society. For this purpose, it is necessary to create transparent and
inclusive fora for the discussion. Networking with other sectors and international organizations and
movements will also help.

The implementation of these strategies would entail building adequate capacity in the Ministry
of Public Health, research institutes and civil society. The WHO could assist in capacity-building
through short-term and long-term training programmes. It could also provide technical support to
facilitate the tasks of creating awareness, generating and managing knowledge, conducting case
studies and joint research, and networking with different institutes and countries.
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Box 1: List of all sectors involved in trade in health services

1. Researchers / Research Bodies
• Chulalongkorn University-Faculty of Economics, College of Public Health, and Faculty

of Pharmacy
• Mahidol University - Institute of Population and Social Research
• Naresuan University
• Sukhothai Thammathirat Open University
• Thailand Development Research Institute
• International Health Policy Programme-Thailand, Ministry of Public Health
• Ministry of Public Health-Bureau of Policy and Strategy, Department of Health Service

Support, and Food and Drug Administration

2. Research funding bodies
• Thailand Research Fund
• Ministry of Finance-Fiscal Policy Research Institute
• Ministry of Commerce
• World Health Organisation

3. Civil Societies / NGOs
• FTA Watch
• WTO Watch
• Network of PLWA Thailand
• Thai Health Foundation
• Traditional Medicine Council of the North-East
• Network of Local Wisdom of the North
• Action Aid

4. Private Sector
Private Hospitals' Association

Box 2: Recommendations from the Thai National Health Assembly 2004 on
 ‘Health implications from trade liberalization’

The recommendations cover 4 issues:

1. Mechanism and process of trade negotiation

1.1 Process and mechanism
• Participation of affected stakeholders in the negotiation and regular public hearing.
• Approval and commented by the parliament.
• Health implication is taken into account for the trade liberalisation negotiation.
• Having definite and transparent responsible agencies for negotiation concerning

standard and safety of agricultural products
• Having capacity strengthening measures among the civil societies.
• Trade negotiation should involve the government, private and civil sectors

1.2 Planning
• Taking into account all benefits that will arise
• Study implication on each economic sector
• No negotiation for good or service liberalization that will post negative impact on

health
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1.3 Development of information system
• Publicise negotiation information clearly and truly
• Information such as criteria for selecting trade partner, process of liberalization,

negotiation dialogue and implications of trade liberalization should be made known.

1.4 Measures to address implications

Having measures to address implications and these measures should be jointly developed by the
government, civil and social sectors

2. Protection of Intellectual Property Rights

2.1 Drugs and health services
• Negotiation for liberalization should be done under multilateral agreements rather

than bilateral agreements
• Negotiation should be based on consumers and patient protection, self-reliance on

drug and health as provided in the Thai Constitution
• Publicise the issues and framework of the negotiation on drugs and health
• Organizing for public hearing from those disadvantaged from trade agreements

2.2 Convention on patent cooperation
• Should Thailand join the Convention, the patent system needs to be developed and

improved
• Developing comprehensive Thai language patent data base
• Strengthening experts for reviewing applications for patent registration
• Developing procedures for using the rights under the patent

3. Protection of plants, medicinal plants and knowledge on Thai traditional medicine

3.1 Rejecting the expansion of protection of living patent to cover all living organisms

3.2 Rejecting participating in the UPOV Convention

3.3 Improving the legal framework, including those related to biological resources and biological
safety, to be more suitable and effective

3.4 Improving and extending the current intellectual property rights law to cover local wisdom

3.5 Developing data and information base on biological resources to be used for monitoring
and arguing the unfair protection of intellectual property rights

3.6 Control of Thai and foreign researchers researches

3.7 Building awareness on value and sustainability of local knowledge on plant, herb and Thai
traditional medicine

3.8 Providing knowledge and understanding to people and researchers in order to create civil
movement on the rational use of herbal plants and Thai traditional medicine

4. Liberalization of trade in health services

4.1 Government should not a the role in supporting trade in health services, neither promotion
of trade in health services nor attracting foreign patients to utilise health-care services in
the country. These should be done solely by the private sector. The government should,
however, be responsible for quality control of health services and overseeing appropriateness
of service provision.

4.2 The Government should support studies on implications of trade in health services, and
disseminate the information on both positive and negative implications as well as alternatives
to overcome negative implications to the public for participatory decision-making.

4.3 The government policy on increasing production of human resource for health should
focus on equity in education and a mechanism for equitable distribution, while the retention
of human resources for health should also be developed.

4.4 The government must accelerate the improvement of efficiency and quality of the health
system reform and the national health insurance systems.
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Dr M. K. Malla25

Chief Specialist, Policy, Planning and International Cooperation,
Ministry of Health, Nepal

Since joining the WTO, Nepal has signed some WTO agreements and expressed reservations on
certain others. Since membership of the WTO is similar to a package deal, Nepal can exercise its
rights and must, at the same time, fulfil its obligations under the WTO. Overall, the country views
this as an opportunity to formulate a set of policies that cohere with each other. It recognizes the
need for coherence between trade policies and health policies.

Nepal has focused on minimizing possible conflicts between trade and health objectives and
maximizing the mutual benefits through effective policy coherence. There is a need for synergy
between policies in different areas to support the closely related goals of poverty reduction, human
development and economic growth. Nepalese health and trade officials use a wide array of fora
and opportunities to create such synergy.

The ingredients of policy coherence include emphasizing and clarifying the scope that exists in
the WTO agreements for making health-sensitive policies, strengthening the capacity of the health
authorities to contribute to policy coordination and articulate their negotiating priorities, and
coordinating between institutions across different sectors. Nepal has set up a Ministerial Commission
on International Trade and Health, with the Health Minister as its convenor, to ensure top-level
coordination. This commission has representatives from the trade, agriculture and forest ministries,
and the civil society, as well as academic experts.

A Sectoral Policy Review Committee, coordinated by the Ministry of Health, was formed
during the accession negotiations to facilitate policy coherence between health and trade. Pre-
consultation meetings were organized with the stakeholders, as was a consultation meeting between
senior officials of the Ministry of Health and other stakeholders. There were frequent interactions
between the health and trade ministries. Among the various mechanisms put in place were a
steering committee in the Ministry of Commerce / Ministry of Industry, Commerce and Supplies
(MOC/MOICS) and a working committee, each of which included a representative from the
Ministry of Health. A WTO cell was also created in the MOH. The focal point was in the Department
of Drug Administration.

In order to achieve policy coherence, a government should consider a set of
recommendations on the appropriate legislative and institutional strategies to be adopted with
respect to various related issues, such as TBT/SPS, control of infectious diseases, food safety,
security and nutrition, control of the use of tobacco, environmental concerns, access to drugs
and vaccines, health services, biotechnology and knowledge of traditional medicine. Further,
there should be a focal point/person for trade issues in the Ministry of Health and similar focal
points/staff in other ministries. These should work in tandem. This kind of structure would
ensure the participation of all the parties involved in health as well as trade issues, and facilitate

Health sector experience of Nepal

25since retired from government service
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the process of decision-making. Standing committees or task forces could be constituted to
study issues relating to the WTO.

At the same time, caution must be exercised in certain areas which could prove to be
problematic. These include producing cheaper patented drugs, granting licences to foreign
doctors and affiliations, setting the same standards for domestic and joint venture hospitals,
and minimizing brain drain. Policy coherence is easy to support in principle, but difficult to
achieve in practice.
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Mr Ke Sovann
 Deputy Director, Ministry of Commerce,

Royal Government of Cambodia

Cambodia’s perspective on policy coherence

Cambodia became a member of the WTO on 13 October 2004. This necessitated efforts to secure
a balance between trade and health objectives, which meant giving direction and coherence to
policies. During the accession process, the formulation of and decisions on policies were coordinated
by an interministerial committee on WTO accession. This committee continues to implement
Cambodia’s commitments and undertake the necessary reforms.

The National Codex Committee, chaired by the Ministry of Commerce, coordinated food
safety and the implementation of SPS measures. For the formulation of trade policies and the
positions to be adopted during WTO negotiations, the government decided to invite the participation
of all stakeholders, including the industrial sector and interest groups, such as NGOs and the civil
society, and utilize their inputs.

The Cambodian government is committed to work constructively with different interest groups
on trade policy and public health, so as to be able to follow a coherent policy. The development of
human resources is vital to the successful functioning of the mechanism for policy coordination and
hence, the implementation of the country’s commitments.
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General framework for country analysis: Product to process26

Mr Didar Singh
Expert, ICT and Trade and Health Development, and Joint Secretary,
Ministry of Commerce, Government of India

The demands of globalization necessitate the formulation of policies that cohere with each other
across different sectors, especially in the case of the developing countries. In the context of the
health sector, the time has come for these countries to appreciate the importance of utilizing the
opportunities being offered by the rapid growth of the health services sector. In order to exploit the
potential and attract FDI, the flows of which are being redirected to developing economies for the
first time since 1998, they need to formulate appropriate strategies. This is where policy coherence
(between health and trade) comes in.

The composition of FDI flows has been changing since 2004. The majority of the top ten
destinations are developing economies – China, Mexico, Poland, India, Russia and Brazil. These
have displaced France, Italy, Canada and Australia. This trend has been accompanied by the fast
growth of the services sector, which includes health services. Interestingly, the global market share
of the developing countries in the services sector of front and back office operations (business
process outsourcing [BPO]: call centres, technical support centres, shared service centres, etc.) has
been increasing by 10% annually, and is expected to reach 60% in by 2006. These trends are
already having an impact on health-related FDI and health services.

Policy coherence requires, among other things, the establishment of a network, as well as fora
for consultations on trade and health. For these to function effectively, it is important not only to
create an awareness of the issues involved, but also to initiate country analyses and studies which
could serve the dual purpose of assessing the ground realities as well as building capacity. Well-
planned research would ultimately equip the country to formulate appropriate strategies. Country
studies should focus on four main areas: (i) trade in health services and GATS, (ii) access to drugs
and TRIPS, (iii) food safety and SPS, and (iv) any other trade-related issue identified by member
countries.

International cooperation is becoming increasingly important for the process of monitoring
and conducting research. The interdisciplinary nature of the task of research and data collection
necessitates bringing together experts in health policy analysis and trade policy analysis, as well as
researchers. A methodology of qualitative analysis could be used in areas where data have not been
compiled, or are difficult to obtain. A general, relatively simple framework and questionnaire, which
are not country specific, could be developed for this purpose. These could cover the major categories
and issues, and stakeholders, especially strategy-makers, could be involved in discussions.

The primary task is to identify the criteria to be employed for the framework and the categories
to be included under it. Infrastructure, policies, legal and regulatory provisions, and human resources
or capacity could be among the heads. The key elements and data could be dealt with at three
levels – macroeconomic, sectoral and agreement-specific.

26 This paper combines two presentations made by the author at the Inter-Regional Workshop on Trade and Health, organized by
WHO/SEARO on 12 and 13 October 2004 in New Delhi.
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It is on the basis of such a framework that WHO has developed questionnaires to be administered
to health professionals, managers, policy-makers and private practitioners. These can first be used
for countries involved in accession negotiations with the WTO, and for developing countries in
general, as a step towards achieving policy coherence. (See the annexure for the questionnaire
suggested.) The intercountry WHO workshop is a step in this direction. It would be useful if the
countries and WHO conducted country studies, including mode-specific studies, as a follow-up to
the workshop.

Experience with studies carried out in India on Mode 1 and Mode 3 has shown that the
following 10-step process can be applied successfully.

(1) Create a framework for country studies.

(2) Identify focal points – regional and national (WHO and Member State).

(3) Set up an interdisciplinary and interministry expert group.

(4) Select/appoint a national consultant.

(5) Carry out research on the basis of the framework.

(6) Monitor, review and finalize the study.

(7) Identify gaps.

(8) Build capacity.

(9) Devise strategies.

(10) Establish task group to carry forward initiative.

(Country studies on specific modes can be completed fairly quickly and need not be expensive.
The study reviewing the scope for cross-border delivery of health services in India cost only
US$ 1500 and was completed in four months.)

Case study: Report on cross-border trade (Mode 1)
In 2003, a study was carried out in India on cross-border trade in health services, with e-health as
its focus. It included research on:

(1) direct health-care services involving point-to-point contact between the two parties, such
as for diagnostic and testing facilities, advisory services, information on health, health data
mining and Internet monitoring services, and

(2) indirect health-related services, i.e. back-end activities that do not involve direct contact
between the two parties, including services such as medical transcription, processing of
medical insurance and claims, health system management information systems (MIS) and
back-office services, and training and advocacy.

The study covered the shipment of laboratory samples, diagnosis and clinical consultation
through traditional mail channels, and also electronic delivery of health services or telehealth services.
The latter includes diagnosis, second opinions, laboratory testing, surveillance, consultations,
continuing education, upgradation of skills, and provision of access to specialized data, records and
information through the use of interactive audiovisual and data communications.

Within Mode 1, telehealth, which is the ‘integration of telecom systems into the practice of
protecting and promoting health’, and telemedicine, which is the incorporation of these systems
into curative medicine, are both growing in importance. Countries are utilizing a variety of telehealth
services, such as telepathology, teleradiology and telepsychiatry, and many cross-border telemedicine
initiatives have emerged. According to a working definition, e-health includes telemedicine and
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health services over the internet (Mode 1 – cross-border), public health services over the internet
(e-government), and e-commerce and e-business practices used for health management and health
systems. The various types of transactions include provider-to-client (P2C, also referred to as B2C),
provider-to-provider (P2P, or B2B), and government-to-client (G2C, or e-government).

WHO decided to analyse and place before countries the risks and opportunities that the
technology (e-health) and transactions under Mode 1 entail. Though there is very little empirical
evidence and data available, it was felt that there was a need to work towards a WHO policy in the
area, as also to assist the countries’ health ministries in their consultations with the trade departments
on how to deal with the GATS negotiations.

As part of the process, a framework was prepared for the assessment of the situation in the
target countries. This would, on the one hand, address the main prerequisites of such trade and, on
the other, serve as guidelines to identify the existing gaps that need to be addressed by the
stakeholders. India, which has a world-class health infrastructure and health-care professionals,
who enable it to be one of the leading providers of e-health services, was selected as the country for
study.

WHO’s Strategy Unit in Geneva, in collaboration with WHO/SEARO, established an expert
group in the WHO India Country Office. This comprised representatives from India’s Ministry of
Health and Family Welfare, Department of Information Technology, medical professionals and an
international consultant on e-Health. Apollo Health Street Ltd (AHSL) was commissioned as the
national consultant to help conduct the study.

The country-level research consisted of semi-structured interviews and questionnaires,
developed according to the framework analysis. A SWOT analysis was carried out and an action
plan prepared to draw up the road map for realizing that potential. While the expert group monitored,
reviewed and finalized the study, a task group was established to carry forward the initiative.

The study employed a set of criteria used to help outline the preparedness of each country in
the area of e-health, as well as to examine the existing environment for cross-border trade in health
services. The four key determinants were policy and strategy framework, infrastructure, legal and
regulatory framework, and human resource framework. Together, these create the business and
trade environment for e-health, and have an impact on the success of the initiative taken.

The study examined the existing e-health environment and analysed its competitiveness. It
also gave suggestions on the strategies that could strengthen competitiveness; the stance that India
should adopt during WTO negotiations; the development of a profile of e-health services and a
website on health care; and a list of the key people involved in Indian e-health care, for the purpose
of future networking.

During the project, over 20 personal interviews were conducted and 90 questionnaires sent to
the various stakeholders, who were categorized into five sections. A large number of national and
international reports and studies were referred to, and nearly 70 websites were profiled. The study
covered five cities—Delhi, Hyderabad, Bangalore, Thiruvananthapuram and Pune. Among the areas
which came under the purview of the study were: hospitals; business process outsourcing (BPO) of
operations, such as billing, coding, medical transcription and processing of claims; clinical research;
infrastructure; consultants and industry experts; portals for health care; academicians; and the relevant
government ministries/bodies, affiliates and organizations. The participants were questioned/
interviewed on the policy and strategy framework, infrastructure, legal and regulatory framework,
human resource framework and cross-border trade. E-health business, another section of the
framework, was covered across these areas.
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Findings of the study
High-quality infrastructure is one of the most important prerequisites for fostering the growth of the
e-health industry. The main determinants of the e-business environment for health are technology,
connectivity, bandwidth availability, telephone charges, power supply and real estate. India is aware
of the crucial role of infrastructure and is opening up to private sector partnerships on a large scale
in order to strengthen it. The infrastructure needs to be developed further. There is also a need for
quality incubators (initiators) to promote entrepreneurship, and more biotechnological facilities
such as the Indian Institute of Science, Bangalore. Technological barriers hinder the progress of
cross-border trade. There is a need for sufficient internet bandwidth. The cost of internet access has
to be brought down, outdated applications must be eliminated, and interoperability across different
platforms needs to be promoted.

As legal support plays a major role in creating an environment conducive to compliance, the
legal framework needs to be user-friendly and easy to implement at all levels. In 2001, India
promulgated the Information Technology Act for the purpose of facilitating e-governance and e-
commerce in the country. The Act also seeks to curb cyber crime and regulate the online environment.
However, currently, no effective legal framework exists in India for cross-border trade. There is lack
of clear definition with regard to the legal requirements and implications of getting into businesses
such as contract research, medical transcription, medical coding and billing, all of which deal with
confidential health information. This poses a serious threat to health-care companies outsourcing
their work to India. The study also found a very low level of awareness of country-specific health-
care regulations, such as the Health Insurance Portability and Accountability Act of 1996 (HIPAA).
Overall, therefore, there is a need for a more effective legal framework, with new regulations and
statutes.

In the area of human resources, the workforce was found lacking in domain knowledge of
health-care administration and financing, despite the considerable amount of BPO work being
done in this area. The supply of health-care professionals does not meet the demand. Moreover,
there is limited acceptance of Indian health-care qualifications in developed countries. For instance,
the promotion of remote diagnosis for US-based patients by Indian doctors in India would require
the doctors to hold United States Medical Licensing Examination (USMLE) certificates. This makes
the BPO model in this area of health care restrictive, and not scalable. If Indian health-care
professionals want to demand high-end work and higher prices, they will need to be certified by US
industry associations, such as the American Health Information Management Association (AHIMA)
and American Academy of Professional Coders (AAPC) for medical coders. A good understanding
of health informatics could revolutionize the way health information is captured, stored, analysed,
applied and shared.

India could benefit considerably by developing its human resources, given the emerging demand
for skilled human resources. Surveys on the BPO industry by the Electronics and Computer Software
Exports Promotions Council in 1999 and the National Association of Software and Services Companies
in 2002 had projected employment of over 25,000 by 2003.

On policy and strategy, the study found that while the government had taken some initiatives
to promote cross-border trade, it seemed to lack full commitment. There was a dearth of specific
strategies for cross-border trade in e-health services. However, many initiatives had been taken in
supporting industry segments, such as telecommunications and information technology (IT). It was
strongly felt that the industry should be more involved in policy-making.

The study found that cross-border trade in e-health services had grown tremendously, mostly
because of exports to the US. It was estimated that the industry would cross the US$ 200 million
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mark and generate employment for close to 25,000 people by 2003. In 2002, the revenue generated
by IT-enabled services amounted to more than US$ 60 million.

Many companies and individuals are exploring online health education from US-based health-
care institutions and associations. In order to improve their competitiveness in the job market,
many people are appearing for US-based examinations online. There is also some outsourcing of
more capital-intensive, highly regulated and time-consuming work. An example is the outsourcing
of clinical trials to multinational companies.

On the exports front, India has made good progress. Among the wide range of services being
exported are medical coding, medical billing and collection, and processing of insurance claims.
While India is well established in these areas, it is making inroads in health-care customer services,
e-learning and contract research. However, these services represent only the tip of the iceberg and
there are several other opportunities waiting to be tapped. There is plenty of room for Indian e-
health service companies to enter areas such as telemedicine, clinical trials, disease management,
and management of health-care knowledge, as well as that of electronic medical records.

The study came up against many challenges. The number of responses to questionnaires that
were mailed was low and most responses were collated from interviews. The respondents showed
a low level of awareness regarding GATS and, in fact, many failed to comment due to lack of
information. In many cases, awareness-building and explanatory preludes were necessary before
eliciting responses. Many respondents gave the private player perspective, where a balanced
viewpoint needed for both private and public players

Mode 1 of health services delivery overlaps with most other modes. In some cases, these
services can be exchanged freely only if activities under two modes are undertaken simultaneously,
for example, setting up offices in the participating countries, a Mode 3 activity, and movement of
experts between the participating countries for training and development, a Mode 4 activity.
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Questionnaire for Country Study on Trade and Health27

Instructions on filling up/administering the questionnaire:

This questionnaire is designed to obtain a snap-shot view of the status of the health-related
trade environment in your country. It is meant to be used by health professionals, administrators,
policy–makers, and private practitioners and experts who are concerned with or connected with
the health and trade sectors in the economy. This questionnaire is presented in three sections: the
macroeconomic or broad level, the health-care sectoral level and the WTO Agreement-specific
level. In each of these levels, it is addressed in five categories or framework issues:

(1) The infrastructural or institutional framework

(2) The policy framework

(3) The legal and regulatory framework

(4) The human resource or capacity level

(5) The health-related trade level.

It is not necessary that all questions must be answered by the same person. Where the information
is not available, kindly leave it blank or comment on the difficulty in obtaining the information.
Where a qualitative comment is asked for, kindly grade your response on the basis of three options,
i.e. high, medium and low (or good, average and poor).

About yourself

(1) Professional title:

(2) Institution/Enterprise/Department:

(3) City and country:

(4) Any special expertise in the health or trade area:

(5) Any comments you may like to offer after completing the questionnaire:

27Draft questionnaire by A. Didar Singh based on the Framework for Trade and Health © 2004
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1. Infrastructural framework
(a) What is your country's classification by income level (high income, middle income, low

income)?
(b) What is your country's GDP in absolute and per capita terms?
(c) What has been your country's recent overall growth performance (real GDP growth rate

for the past year and on average for the past three years)?

2. Policy framework
(a) Give an overview of the overall investment regime and recent trends in investment policy.
(b) Give an overview of the climate and policy for participation by foreign investors in health

and health services businesses.
(c) What is your country's view on trade liberalization, overall and specifically, with regard to

trade liberalization in services? What are the perceived/expected benefits and challenges
to the economy from liberalizing the services trade?

(d) What is your country's policy/stand on the WTO in relation to GATS negotiations (including
present status of commitments, if any, and their perceived impact on the health system
and delivery)?

(e) Is your country a contracting party to bilateral and other trade agreements?
(f) Is health-related trade a part of a national strategy?
(g) Is there an agency leading the initiative?
(h) Comment on the partnerships between industry and the government to improve trade

and health.

3. Legal framework
(a) A comment on the overall status of law and order.
(b) Give an overview of the transparency and predictability of regulatory implementation,

openness of the government, rule of law, etc.
(c) Give an overview of the strength and effectiveness of the legal and regulatory framework

to address trade and health issues.

4. Human capacity framework
(a) Comment on the availability of professionals for the trade and health sectors.
(b) What is the skill level and efficiency of the workforce?
(c) Comment on the quality and levels of teaching in the education system including private

sector initiatives.
(d) Is the institutional framework conducive to the use of new technologies?

5. Status of trade
(a) How would you characterize your country's trade regime (open, moderately open, closed)?

What is the trade-to-GDP ratio?
(b) What is the total value of your country's exports and imports and the current account

position in the balance of payments?
(c) What is the pattern of trade, in terms of geographic and sectoral distribution?
(d) What information is available at present on health-related trade?
(e) Are there examples of successes and best practices and what are these?
(f) What are the barriers and difficulties to such transactions?
(g) Outline the initial results and impact of these on the future growth of such trade.

Section I: Trade and Health Environment Framework –
Macroeconomic Level

General macroeconomic and trade environment
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1. Infrastructural framework

(a) What is the distribution of healthcare services by type of health care (primary, secondary,
medical, nursing, dental, etc.)?

(b) Comment on the institutional framework in the public health area-departments, regulatory
bodies, etc.

(c) Comment on the important public and private players in the health sector, with details
on size, location and type of services provided.

(d) What is the amount of budgetary allocation (absolute and relative to the GDP) to the
health sector at the central, state, and local levels? How does it compare with allocation
to other sectors of the economy and in other countries in the same income category?

(e) What is the public-private balance in terms of health-care provision, expenditure, capacity,
market demand and supply, type of health care and rural-urban distribution?

(f) Comment on the infrastructure conditions in the health sector.

(i) Availability and quality of power, telecommunications and supporting infrastructure.

(ii) Availability and quality of technology, equipment and supplies.

2. Policy framework

(a) How do health services fit into the country's overall development policy? Are health
services a priority area in terms of budgetary allocation and development programmes?

(b) Comment on the policy environment in health and related sectors/areas concerning:

(i) Private provision and financing of health-care services.

(ii) Affordability and availability of health-care services.

(iii) Private health insurance and portability.

(iv) Access to and cost of supporting facilities and equipment for the health-care sector.

(v) Taxes, subsidies, incentives/disincentives.

(vi) Specific initiatives, programmes and measures to strengthen the health sector.

(vii) Goals of the health policy.

(c) Give an overview of the institutions and bodies responsible for plans and strategies.

(d) Comment on the collaboration with the private sector.

3. Legal framework

(a) Which are the main pieces of legislation/acts that are relevant to the regulation of health
services?

(b) Comment on the existing trade regulations in terms of their impact on the health sector.

(c) Give an overview of the regulatory framework for the health sector

(i) Relevant government, professional, and industry bodies/institutions and their
respective roles.

(ii) Measures to ensure equity, availability and quality of health-care services.

(iii) Measures to control costs of the health-care services.

(iv) Consumer protection laws (liability, malpractice laws) and legal instruments in the
health-care sector.

(v) Recognition and professional qualifications, and licensing procedures.

(vi) Mutual recognition agreements in the health sector (details of countries, provisions,
requirements, and exceptions).

Section II: Sectoral level: State of the domestic health-care system
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(vii) Monitoring and regulatory enforcement mechanisms in the health sector.

(viii)Cross-border payments for health services and insurance regulations.

(ix) Regulations concerning IT-enabled delivery of health services.

4. Human capacity framework

(a) Comment on the availability and quality of training institutions and facilities.

(b) What are your country's policies with regard to training and human resource development
and related investments in the health sector?

(c) Give an overview of human resources and labour market issues:

(i) Availability of manpower (absolute and per capita), with breakdown by segments
and by skill and occupation levels within the health sector.

(ii) Wage levels within the health sector, by segments, occupational categories and public-
private sector.

(iii) Skill, productivity, training, quality of manpower in the health sector with breakdown
by segments and by occupational categories.

(iv) Extent and nature of outward or inward migration in the health sector, with breakdown
by occupational and skill categories, educational qualifications, health-care
establishments, temporary or permanent (where available).

(v) Labour flow under regional/bilateral/contractual agreements in the health services, if
any.

(vi) Geographic pattern of cross-border migration (key destinations, key source countries).

(vii) Extent or examples of cross-border flow of health-care providers for exchange of
information, visiting appointments, collaboration in research and development, and
training purposes.
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Measuring trade in health services

Dr Jens Gobrecht
Technical Officer, Globalization,

Trade and Health, WHO HQ

Trade in services was over four times higher (422%) in 2002 as compared to 1980. The PCTAS28-
WHO has identified the following health goods:

(1) Supplies and disposables: Medical supplies, syringes, needles and catheters, medical X-
ray films, contact lenses, surgical gloves, clinical thermometers

(2) Small devices/equipment: Medical/surgical sterilizers, other medical and surgical
instruments, orthopaedic and prosthetic appliances, therapy apparatus, dental instruments
and appliances, ophthalmic instruments and appliances

(3) Major equipment (investment): Electromedical equipment, medical X-ray, alpha, beta,
gamma ray equipment, blood and blood products

(4) Vaccines

(5) Pharmaceuticals/drugs

(6) Contraceptives and condoms

Health-specific service sectors of GATS include professional services such as medical and dental
services, services provided by midwives, nurses, physiotherapists and paramedical personnel, and
health-related and social services (other than those listed under 1.A.h-j) such as hospital and other
human health services. According to the International Classification for Health Accounts functional
classification of health providers (ICHA-HP), classification of providers of health care and health
services include hospitals, nursing and residential care facilities, providers of ambulatory health
care, retail sale and other providers of medical goods, provision and administration of public health
programmes, general health administration and insurance, other industries (rest of the economy),
institutions providing health-related services and the rest of the world/provider not specified by
kind.

Appropriate indicators are required to measure trade in health services. The following are
suggested for the respective modes:

Mode 1 (Cross-border supply): The value of traded health services (e.g. e-health, e-education,
transcripts of medical records, health insurance), country where service is provided, country where
the service is consumed, and the type of service (some health-related services might be hidden
within larger aggregates).

Mode 2 (Consumption abroad): The expenditure for traded health services in currency value
(these data might need to be provided by the country offering the treatment), number of patients,
country of origin, receiving country and the type of treatment.

28 WHO database on trade in health goods and country profiles on trade in services
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Mode 3 (Commercial presence):

• Imports/exports of FDI: Inflow (currency), outflow (currency), inward stock (currency),
outward stock (currency), country of origin and destination, and the type of investment.

• Imports/exports of foreign affiliate trade in services (FATS): Value of turnover, turnover in
host country as percentage of national total turnover of the respective industry, value
added, country of origin of foreign affiliate (FA) and receiving country, number of employees
of FA, and employment of FA as a percentage of total national employment in the respective
industry.

Mode 4 (Movement of natural persons): The number of health personnel (inflow/outflow),
category of health professionals, inward stocks and outward stocks (as percentages of national total),
country of origin, receiving country, duration of stay (plan/entitlement) and value of remittances.

Sensitization workshops can help data collection by increasing understanding of trade in health
services, conception of the minimal set of indicators and possible approaches for data collection. A
country expert group could be formed, which would be responsible for and perform the actual
testing of indicators and collection of data. Data sources have to be identified and approaches for
data collection documented. Data then have to be collected and the ’set of indicators’ tested. A
database should be created and a project report prepared.
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Eastern Mediterranean Region’s perspective

Dr Abdul Aziz Saleh*, Dr Sameen Siddiqi**
*Special Adviser (Medicines), WHO/EMRO,

**Regional Advisor, Health Policy and Planning, WHO/EMRO

The Eastern Mediterranean (EM) Region covering 23 countries is a low- to middle-income region
with a GNP per capita of US$ 1700. This varies widely among the countries, from US$ 28,270 to
US$ 160. It includes five of the LDCs – Afghanistan, Djibouti, Somalia, Sudan and Yemen – constituting
18% of the Region’s population.

Following conclusion of the Uruguay Round and establishment of the WTO, conflicting reactions
to the various agreements established by the WTO were reported from different parts of the world.
Of special concern was the impact these agreements would have on the health and nutrition sectors,
including the impact on local drug industries, the cost of essential health services and the availability
of essential requirements for good nutrition.

In 1995, a group of experts identified 11 such agreements that had direct implications on the
health sector. These included the TRIPS, SPS and TBT Agreements, GATS, Uruguay Round Protocol
– GATT 1994, agreement on agriculture, decision on measures concerning the possible negative
effects of the reform programme on least developed and net food-importing developing countries,
agreement on trade-related aspects of investment measures, agreement on implementation of Article
VI (antidumping), agreement on rules of origin, and agreement on safeguards. The TRIPS Agreement
is, perhaps, the one that has attracted most attention in developing countries, with some feeling
that developing countries gained nothing from it; that they signed it only because they were forced
to.

The WHO Regional Office used advocacy material developed by the Health Economics Group
and the Drug Action Group, in addition to the WHO/SEARO document, in national workshops
organized to raise awareness among Member States for preparedness at country level. Following
the first meeting in 1995, countries of the EM Region held discussions again in 1998, when an
institutional set-up in each country was recommended to deal with the WTO. Member States were
urged to ensure that representatives of their health sector participated in meetings and negotiations
dealing with the implementation and revision of WTO agreements. They were encouraged to take
urgent measures to revise national legislation to meet country commitments to WTO agreements,
taking into consideration national interests and protecting national resources, particularly national
flora. The Regional Office has published technical papers on the GATT Agreement—its impact on
health and the implications of GATT (1998) and WTO agreements on health in general (2000).

TRIPS and public health
A consultative meeting on TRIPS and public health was held at Amman, Jordan in December 2003
to review the situation of EM countries with respect to the implementation of TRIPS, to exchange
experiences with TRIPS and to develop a regional strategy on TRIPS and public health. The regional
plan that emerged from this consultation called for establishing a regional network on TRIPS and
public health, initially coordinated by WHO; organizing training courses on various aspects of TRIPS
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and public health for human resource development; conducting research studies at the regional
and national levels on TRIPS, new innovations and public health; supporting countries in strengthening
national health systems and capacity-building; and cooperating with nongovernmental organizations
and civil society organizations. To make relevant documents available in the national languages, the
plan supported the translation and publication of relevant documents on TRIPS and public health.

Analysis of the WHO model Essential Drugs List (EDL) showed that between the third amendment
in 1983 and the latest (thirteenth) of 2003, 162 new drugs had been added (113 to the main list and
49 to the complementary list), 33 new formulations were added to the already listed drugs, 41
drugs and 21 formulations were deleted, and 9 formulations were replaced by new ones. Six drugs
were moved from the main list to the complementary list and nine from the complementary list to
the main list. Of the added drugs, the 2003 list includes 18 drugs – 12 antiviral, two antimalarial,
two anti-infective and two anticancer drugs – still protected by patents.

Recommendations were made to carry out comprehensive analysis of the development and
future direction of the EDL in light of new biotechnological developments, to encourage research
and development in biotechnology and drug development, establish an information system and
market intelligence system on analysis of prices of drugs and raw materials, and the cost of drug
development.

A regional programme on TRIPS and biomedical devices involving WHO and Member States
was suggested. WHO was called upon to place biomedical devices and diagnostics under some sort
of harmonized regulations (developed by WHO) in terms of quality, safety of usage, conformance,
specifications, reliability, validations of claims, etc. It was requested that a questionnaire be developed
to evaluate the status of a country’s patency and licensing of medical devices. Emphasis should be
placed on developing biomedical technology in the Region. Member States were asked to adopt
WHO guidelines for procurement and regulation of medical devices.

The present status on TRIPS-plus in Member States of the EM region shows that Egypt, Jordan,
Lebanon, Morocco and Tunisia must join the International Union for the Protection of New Varieties
of Plants (UPOV) and implement the Budapest Treaty. Jordan has no exclusions of plants/animals
from patent law and Morocco must protect patents on plants/animals. Through direct pressure from
the USA and Europe, some 21 developing countries have made commitments to implement the
UPOV system of exclusive monopoly rights on plant varieties; some 75 have made commitments to
recognize industrial patents on plants and animals, especially genetically modified organisms (GMOs),
despite the option not to under WTO TRIPS.

Other agreements
A regional consultation meeting was organized in December 2004 in Dubai, United Arab Emirates,
on the impact of WTO agreements on TBTs, safeguards and antidumping on public health.

During the meeting, it was recognized that there is an urgent need for advocacy among Member
States to develop national capacity with these agreements and take into consideration the interests
of public health. Member States should also identify the national competent authority that can
handle cases related to these three agreements.

It was also emphasized that WHO should be recognized as the international body responsible
for setting standards for medicines and other health-related products and medical devices.

Agreements on sanitary and phytosanitary measures and food safety
The Regional Committee had held technical discussions on ‘GATT – its impact on health and the
implications of GATT’ and ‘WTO agreements on health in general’ at its forty-fifth and forty-seventh
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sessions, respectively. These were published as technical papers. SPS was recognized as a WTO
agreement that may have an impact on public health. The role of WHO was emphasized as the
international agency responsible for setting standards for health and health-related commodities.
Representatives from the ministries of health of EM countries were encouraged to actively participate
in the work of the Codex Alimentarius. National capabilities were to be strengthened for setting,
evaluating and establishing facilities for standard-setting and standard control. It was recommended
that WHO should closely collaborate with the Food and Agriculture Organization (FAO) at the
regional level and with other partners at the country level.

The Regional Committee adopted a regional action plan for addressing food safety in 1999.
The plan urged Member States to assess their current food safety infrastructure at the national level
and prepare a comprehensive country profile for food safety, establish or strengthen the national
food safety committee/similar body and make it operational to implement the national food safety
programme, and develop legislation that is kept updated in accordance with the latest scientific
developments. The plan requested the Regional Director to continue assisting countries, in particular
the ministers of health, to participate more actively in the work of the Codex Alimentarius to ensure
its regional relevance, and to form a regional expert committee on food safety to discuss food safety
matters in the EM region, prepare unified guidelines and work towards the establishment of a
regional centre for food safety.

An FAO/IAEA/WHO regional training workshop on ‘Quality assurance for mycotoxin analysis
of food and feed’ was organized at Cairo, Egypt in December 2001, and was followed by an FAO/
WHO workshop on ‘Food control systems—modern approaches in the Near East Region’ in Cairo,
Egypt in January 2003. WHO and FAO have been working on a joint publication: Assuring food
quality and safety: Guidelines for strengthening national food control systems.

General Agreement on Trade in Services (GATS)
The telemedicine link between the King Faisal Specialist Hospital and Research Centre in Saudi
Arabia and American university hospitals in the USA is an instance of Mode 1 or cross-border
supply. The experience is, however, limited and requires better documentation. In Mode 2 or
consumer abroad, medical tourism is well established in the Region, with patients visiting countries
outside and within the Region for medical advice. Bahrain, Jordan and Lebanon are exporters of
their well-developed tertiary care services. The constraints are the high cost, nonportability of
insurance, and increasing visa and travel restrictions.

An example of Mode 3 or commercial presence, is the joint ventures in the ‘hospital industry’
which include the group of Saudi–German hospitals, a US$ 1.8 billion investment in Dubai Medical
City. Constraints are that the primary business of these companies was not health, there are limits to
foreign equity participation, and the gains may accrue only to rich segments of the population.
Mode 4, which involves movement of natural persons, is the most common modality of ‘trade in
health’ in the Region. The countries of the GCC attract health professionals. Other countries of the
Region export health professionals (physicians, nurses, paramedical personnel). However, costs (brain-
drain) and benefits (remittances) to LDCs have not been determined, and the volume of overall
trade impact has not been documented.

Country commitments under GATS include:

• Bahrain, Egypt, Morocco, Tunisia: health insurance

• Jordan: Hospital services, health insurance

• Kuwait, Oman: Hospital services, other human health services and social services
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• Pakistan: Medical and dental services, hospital services and health insurance

• Qatar: Medical and dental services, veterinary services and health insurance

• United Arab Emirates (UAE): Veterinary services.

Research and capacity-building in trade in health services
Any effort at enhancing capacity and understanding trade in relation to health issues is unlikely to
succeed unless it is based on the best available evidence and information on that subject. Key issues
hindering the development of evidence-based policies and strategies to promote trade in health
services without compromising the equity, efficiency and quality aspects of health care include the
lack of information on the nature and extent of trade in health services, the risks and opportunities,
limited research capacity of institutions for research on the subject, and the absence of a well-
functioning regulatory framework governing the health sector in most countries. There is a need for
efforts to position trade in health services high on the political agenda and to evolve a planned
response. Country case studies need to be undertaken to assess from a ‘policy’ perspective the
various modes of trade in health services and their impact on the health system. There is a need to
strengthen research capacities related to health and trade using regional expertise, and assist countries
in developing strategies that protect the public health interest, as well as maximize the benefits of
increased trade in health services.

The WHO/International Development Research Centre (IDRC) research and capacity-building
initiative aims at building the capacity of researchers and institutions in countries of the Region in
health services, adapting and refining the research methodology for assessing the impact of trade in
health services, undertaking case studies in countries of the EM Region to document trade in health
services across all four modes, and disseminating the research results among concerned policy-
makers and stakeholders.

Initially, the Regional Office, with financial support from the IDRC, Canada commissioned four
country case studies on trade in health services (Egypt, Oman, Pakistan and Tunisia) following the
meeting in Beirut in May 2003. This was based on the methodology developed by WHO
headquarters. Egypt and Pakistan had already completed their studies, and those by Oman and
Tunisia are under way.

Following the need to expand the study to cover most countries in the Region, the Regional
Office in collaboration with the IDRC and the UNFPA initiated the ‘Concerted action for research
and capacity-building in trade in human services in the Eastern Mediterranean Region’ as a two-
year research and capacity-building project (2004–05) involving 10 countries. Six new case studies
by Jordan, Lebanon, Morocco, Sudan, Syrian Arab Republic and Yemen are planned.

A study coordinator was recruited and research methodology refined and survey instruments
developed. A regional research methodology workshop on trade in health services was held at
Hammamet, Tunisia, from 11–13 June 2004, when research investigators were trained to undertake
the country case studies on trade in health services in their respective countries (Jordan, Lebanon,
Morocco, Sudan, Syrian Arab Republic and Yemen). The research methodology developed by WHO
headquarters was also refined at this workshop to meet country-specific needs without compromising
the study’s core objectives.

The expected results of the project include the development of a critical mass of researchers,
refining and testing of research methodology for assessing trade in health services, completion of
case studies in 10 countries, establishment of national fora on trade in health services, organization
of workshops on research methodology and research-to-policy, and development of reports on the
state of trade in health services in the EM Region.
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Conclusion
There is an urgent need for regional coordination. For instance, the promotion of medical tourism,
as is being done by many countries in the Region with very little coordination or communication,
can lead to competition, investment overlap and wastage. Countries need to come together to
agree on where specific members enjoy competitive advantages over others in certain medical
services and specializations. The export strategy can include traditional health services in addition
to modern medical care.

The following policy issues are being addressed:

• Magnitude of trade in health services for all four modes;

• Challenges imposed by GATS on public health;

• Opportunities provided by GATS;

• Influence of each mode of GATS on services and how it could influence access, efficiency,
equity, quality and sustainability;

• Challenges and opportunities that countries should be aware of before opening their health
sectors;

• Whether countries should spell out ‘conditionality’ before providing market access in the
health sector, what these should be and their rationale;

• Capacities of staff in the ministries of health and trade, academic institutions and how
these can be strengthened;

• Mechanisms for policy coordination within government on trade in health issues;

• Current status.

A preliminary review indicates that despite limited experience, countries of the EM Region
guided by the Regional Office have approached trade and health issues systematically. The regional
initiative to tap external resources has been rewarding. The methodology for assessing trade in
health services is being developed. Data collection is at an advanced stage, and more work is
required on analysis and interpretation. The collaboration between WHO headquarters and the
Regional Office is essential and has been productive.
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South-East Asia regional perspective

Dr Abdul Sattar Yoosuf*
Director, Department of Sustainable Development and Healthy Environments,
WHO/SEARO

Most of the 11 Member States in the South-East Asia Region (SEAR) are undergoing extensive and
radical reforms in national health systems. Trade liberalization processes are in progress to attract
foreign investment leading to economic growth. There is a vast range of country experiences on the
impact of globalization on health, including those related to multilateral trade agreements. While
some countries are undertaking policy actions to address the issues of national capacity-building,
many others need concerted action to strengthen national capacity. Eight Member States –
Bangladesh, India, Indonesia, the Maldives, Myanmar, Sri Lanka, Thailand and Nepal – are WTO
members, and Bhutan an observer. Health implications from the three main World Trade Agreements
(WTAs) affect countries, mostly developing ones, in one way or the other. There is a need to be
adequately tuned to the pitfalls that lie ahead in the process of maturing into this global fold of
equal opportunity trading partners. Among the pressing regional issues are the lack of awareness in
the health sector of the health implications of WTAs, and inadequacy of legislation to optimize the
use of flexibility provisions allowed by the WTAs, such as compulsory licensing and parallel importation
during public health emergencies in the case of TRIPS.

Though India, Indonesia, Thailand and Sri Lanka – the four main pharmaceuticals-producing
countries in the Region, have worked on their patent legislations, much of this was before the
advent of the WTO and for meeting the demands of bilateral agreements. There is, therefore, a
need to have a re-look at these to include the benefits and flexibilities provided by TRIPS. The
opportunity and transitional time provided by the Doha Declaration need to be used before time
runs out – in 2006 in some cases and 2016 for others. Patent legislations require serious and urgent
review and revision; trade-related sectors, including health, should engage in more frequent and
deeper dialogue to ensure future access and affordability of drugs to the poor.

Patents must be viewed from a trade perspective and not merely as scientific inventions or as
intellectual property requiring protection. For international trade needs, the role of patent protection
should be well understood. Were the prevalent isolation of the government sectors to continue,
dialogue towards such understanding will not be possible.

The rapid liberalization of trade in various sectors including health services underscores the
importance of GATS. In SEAR, only a few countries have made market access commitments on
major sectors out of the 12 broad service sectors that could be classified. Thailand has committed
10 sectors (business, communication, construction, distribution, education, environment, finance,
tourism, recreation and transport services), while India has opened six sectors (business,
communication, construction, finance, tourism and health). India is the only country in SEAR that
has made a commitment in the health sector and this also is limited to hospital services. Under the
present schedule of specific commitments and given a binding, Mode 3 (commercial presence) is
the only mode in which this can be done.

Similarly, Indonesia allows six sectors (business, communication, construction, finance, tourism
and transport). Myanmar has opened up two sectors (tourism and transport), while other countries
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have made commitments for a single sector, i.e. Bangladesh and Sri Lanka for tourism, and the
Maldives for business. This reflects the fact that in many countries the health sector is still regarded
as an essential public function of the State and an area where there is hesitation to permit foreign
investment and services.

While developing countries have the opportunities and strengths, they lack an appropriate
legislative framework and have some systemic constraints, including the necessary infrastructure to
promote cross-border trade in services (Mode 1), especially in e-health. Empirical evidence shows
that a substantial amount of money is spent by both the public and governments for sending people
abroad for medical treatment (Mode 2) in Bhutan, the Maldives, Myanmar and Nepal. Following
rapid liberalization during the late 1990s, a few middle-income countries (such as India, Indonesia,
Sri Lanka and Thailand) opened their markets for FDI in the health sector. These included mainly
the hospital and insurance sectors, mostly through bilateral agreements or private sector investments
for achieving better services, containing costs and supplementing the public sector.

A few case studies have been undertaken in India, Indonesia and Thailand to review the
situation following commercial presence in the hospital sector under GATS. The results show that
while opportunities and potential for foreign investments exist in private and public hospitals, there
are considerable difficulties (administrative and financial legislative constraints) in implementation.
The initial study of movement of medical professionals from India was done in 1997, which will be
updated.

Despite these few country case studies, the effect of GATS on the dynamics of health systems
has not been adequately observed, and no real conclusions can be drawn. The indicators for
measuring such changes should be identified clearly and soon. Potential issues include the
marginalization of the poor from access to basic services and the commensurate rise in health- care
costs. India, Indonesia and Thailand were on this track. Bangladesh and Nepal produced doctors
for export, despite inadequate staffing of their own health systems.

The gamut of ‘national patent laws’ in SEAR countries, which are also WTO members, is not
uniform. Some national patent laws are also not fully in line with the points stipulated under TRIPS.
While India, Indonesia, Sri Lanka and Thailand have extensive patent legislation, most of these
have some weaknesses. Bangladesh, Myanmar, the Maldives and Nepal have yet to enact the
necessary national patent laws. Bhutan, which has an observer status, would need some more time
to enact the necessary legislation.

Policy coherence among participating sectors within the country and planning for the future
protection of the health of their communities required that policy-makers in SEAR countries contend
with some challenges. These concern the financing of the public sector to accommodate the gap
created by brain-drain and/or gravitation of the cream of qualified staff and other resources towards
the private sector, as well as the cost of curbing the outflow of patients seeking medical care abroad.
There was also fear that the cost of care might go up as a result of more sophisticated diagnostic and
other technologies adopted into the health system, and whether the revenues would cover the cost
of the investments made.

The SPS Agreement was important in SEAR with countries striving to penetrate foreign markets
for their food exports – Bhutan for jams, canned fruits and juices, etc. the Maldives for fish, and the
larger countries for a smorgasbord of local produce. The hindering factor would be the stringency of
standards demanded by the importing country, and the limitations of national capabilities for
scientifically demonstrating the quality of the food production processes and their adherence to
standards. The international marketplace requires harsh standards and some SEAR countries still
had no membership in Codex.
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The use of the provisions of basic rights and obligations coded into the SPS Agreement require
a thorough understanding of the issues of transparency, equivalence of standards, harmonization of
methods, and concept of disease-free areas. Many countries lack the capacity to frame and implement
food safety programmes on these lines. Their intersectoral coordinating mechanisms are very weak
or nonexistent. Avian flu, severe acute respiratory syndrome (SARS), GMOs and other emerging
concerns in SEAR pose serious threats that could destabilize economies and decimate populations.
This was exemplified by the plague epidemic of India in 1994 when the country suffered losses of
billions of dollars.

The South Asian Association for Regional Cooperation (SAARC) came into existence in 1985
and was formed by Bangladesh, Bhutan, India, the Maldives, Nepal, Pakistan and Sri Lanka. It
aimed to promote the well-being of their populations by improving their standards of living, coupled
with economic growth, social progress and cultural development. In 1995, the regional economic
cooperation among SAARC countries came into existence following the establishment of SAPTA –
SAARC Preferential Trading Arrangement – in order to promote and sustain mutual trade and
economic cooperation among the contracting states through exchanging concessions. SAARC raised
the issues on TRIPS and health.

Another regional cooperation mechanism was initiated in mid-1997 by four participating
countries through the establishment of the Bangladesh–India–Sri Lanka–Thailand Economic
Cooperation (BIST-EC). In 1998, Myanmar also joined in and it became Bangladesh–India–Myanmar–
Sri Lanka–Thailand Economic Cooperation (BIMST-EC). This grouping serves as a bridge between
three SAARC countries and two ASEAN countries. In early 1998, business people from the five
BIMST-EC countries formed an expert group known as BIMST-EC Business Forum, with the aim of
enhancing private sector cooperation among countries in the BIMST-EC region in identified sectors
and subsectors. BIMST-EC is yet to do significant work on trade-related health issues.

Some regional workshops/training courses are being conducted for policy-makers, managers
and senior strategists. These include courses organized at the College of Public Health and the
Centre of Health Economics, Chulalongkorn University, Thailand and Padjajaran University, Bandung,
Indonesia.

The SEAR countries have a rich heritage of traditional systems of medicine which form part of
the national health systems. Despite the fact that globalization and modernization have made western
allopathic medical systems widely available during the past century, traditional regional medicine
(TRM) is still extensively used by the poor and covers a sizeable component of health care. Member
States, realizing the high potential of TRM to improve the accessibility of health care, have taken
steps to promote its extensive use, and also invested in TRM policy formulation, research,
standardization, regulation and quality control, human resource development and, finally, integration
of TRM services into national health systems. Some countries (Bhutan, India, Myanmar, Nepal, Sri
Lanka and Thailand) have established a wide network of TRM services with both inpatient and
outpatient facilities. They have set up or expanded and strengthened national drug safety systems to
monitor herbal medicines and other traditional practices, and provide adequate support for research
on traditional remedies.

Developing appropriate policies for international patent rights (IPR) and TRM is very complex,
for a variety of reasons. While patent rights for TRM and TRM knowledge might foster further
promotion and development of TRM, concerns have been expressed that the possible effect of IPR
protection on TRM could impinge on the access to health care by the poor. Some countries have
attempted to adopt sui generis regimes for the protection of TRM and TRM knowledge. Thailand is
one such country that has developed a comprehensive sui generis regime for TRM. It has been
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argued that the very long period of protection could create an unnecessary burden on society and
provide unreasonable profits to owners of TRM knowledge.

The demand for herbal medicines has grown tremendously in recent years and is estimated at
US$ 60 billion, with an annual growth rate of between 5% and 15%. In some countries, a large
percentage of traditional medicinal plants and herbal preparations are being lost due to deforestation
and overexploitation for export earnings. A few countries have taken steps to reverse the trend by
establishing and promoting more plantations and gardens, and creating legislation to control the
export of plants and products of herbal origin that are overexploited. Most countries need to make
greater efforts towards conserving the biodiversity in medicinal plants; this biodiversity, after all,
represents a part of their national heritage.

A recent study has shown that while many agencies, such as WHO, FAO, UNCTAD, UNESCO,
WIPO, WTO, the Convention on Biodiversity and the Convention on the Preservation of the Intangible
Cultural Heritage, have addressed this issue, they have not reached any consensus on the best way
of protecting traditional knowledge including TRM.
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Trade and health: A Western Pacific Region perspective

Dr Marcus Hodge
Programme Development and Operations Officer,
Manila

Expanding trade has been a central component of increasing connectedness among countries of the
Western Pacific Region (WPR) and this has affected health in many ways. Of the 37 Member States
and areas in that Region, most are either WTO members or seeking accession. The six Member
States represented at the Interregional Workshop on Trade and Health held in New Delhi in October
2004 were in the latter group. At the national level, health policy-makers were increasingly interested
in the two-way connection between trade and health, particularly in relation to emerging public
health issues such as avian influenza.

Recognizing the cross-cutting nature of trade and health issues and its emerging importance in
relation to public health, the Western Pacific Regional Office (WPRO) established an informal working
group on trade and health issues in April 2003, aimed at enhancing capacity in the ministries of
health on trade and health issues. In relation to GATS, the provision of services across borders
(Mode 1) related to e-health is particularly relevant for many small island states in the Pacific.
Distance education within countries, such as online training courses offered by universities or training
institutions, is on the increase, limited only by the availability of technology and electricity, the cost
of telecommunications and availability of specialized equipment constrained the expansion of
telemedicine.

Multilateral companies had evinced an increasing interest to establish a commercial presence
in many developing countries of WPR (Mode 3). The provision of services by foreign nationals
(Mode 4) is on the rise. The Philippines and some Pacific island countries were concerned at trained
professionals leaving for better opportunities in developed countries. Strengthening regulation,
standards and systems for improving quality and consumer safety poses the biggest regional challenge.

Cambodia needs to ratify a number of conditions agreed to with the WTO, including complying
with the TRIPS Agreement. It has amended its patent legislation incorporating public health provisions
of the TRIPS Agreement, enabling it to use compulsory licensing for local production, when patent
protection comes into force. Viet Nam has a decree on intellectual property rights consistent with
TRIPS which also has public health safeguards, such as compulsory licensing and parallel importation.

WPRO planned to provide support in line with the Doha Declaration to use compulsory licensing
for production and distribution (both import and export) of generic antiretrovirals (ARVs). In
collaboration with SEARO, WPRO will form a biregional support group to intensify technical support
to Member States in improving access to ARVs.

Poorly developed food safety policies and plans of action, legislation, inspection, food safety
training, surveillance and monitoring hindered the ability of food production and processing systems
to provide a safe supply of food for domestic consumers and demonstrate compliance with
international standards under the SPS Agreement. WHO supported efforts at capacity-building for
these building blocks of food control programmes in several countries.



Compilation of Presentations made at the Inter-regional Workshop 145

The control of obesity is an issue in the Pacific. Domestic measures to address obesity problems
come within the terms of the Agreement on Agriculture and the TBT Agreement, the focus of the
SPS Agreement being on food safety and the protection of humans from plant- or animal-borne
diseases. There was an urgent need to increase understanding of the WTAs and how to take advantage
of their special and differential provisions to be better informed for policy planning in considering
regulatory approaches.

The ASEAN is committed to ensure that the ASEAN Free Trade Agreement (AFTA) did not
undermine national, regional and international measures to curb tobacco, and reaffirmed support
for the WHO Framework Convention on Tobacco Control. An ASEAN consultation on the Impact of
AFTA on Tobacco Trade and Health at Penang (2004) focused on the inherent conflict between the
goals of trade liberalization and tobacco control. A joint workshop (ASEAN and China) on capacity-
building and the WHO Framework Convention on Tobacco Control in Ha Noi (2004) encouraged
countries to take appropriate measures to promote better health by countering the negative health
effects of liberalization of the tobacco trade.

A biregional workshop in Manila (2004) discussed biregional collaboration in the control of
zoonoses, including a dual focus on avian influenza, and wet markets and food safety. A regional
framework for the control of zoonoses in WPRO has built on the experience from the SARS and
avian influenza epidemics.
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The way forward

Dr Abdul Sattar-Yoosuf
Director, Department of Sustainable Development and Healthy Environments,
WHO/SEARO

Expansion of international trade and the growing importance of multi/bilateral trade agreements
present a wide range of opportunities and challenges for public health. The continuous expansion
in scale and scope of international trade poses key challenges for the health community. There is a
growing demand for information about the possible implications of international trade and trade
agreements for health and health policy at the national, regional and global levels.

The health community must be equipped with a better understanding of the world trading
system, notably the legal framework for international trade, and comprehend the potential health
implications of various bilateral, regional and multilateral agreements regulating trade today. There
is a need to generate increasing awareness of the fact that ignoring health can lead to problems in
the trade sphere. The health community should press for a much louder voice in the setting of trade
policy at national and international levels. Ministers of health need to work together constructively
with their colleagues in the ministries of trade, commerce, finance and foreign affairs to ensure that
the interests of trade and of health are appropriately balanced.

The Interregional Workshop on Trade and Health organized by WHO/SEARO on 12–13 October
2004 at New Delhi made the following recommendations:

Member States should:

• identify a focal point in their respective ministries of health on trade and health issues;

• encourage ministers responsible for health, trade, commerce, finance and foreign affairs
to work together constructively towards ensuring that the interests of trade and of health
are appropriately balanced;

• establish national coordination mechanisms involving the ministries of finance, health and
trade, as well as other relevant institutions, to address public health-related aspects of
international trade;

• improve the knowledge and understanding of WTAs and other trade agreements within
the ministries of health, to ensure that their implementation will not negatively affect the
right to health and equitable access to health;

• promote awareness of the public health implications of WTAs and other trade agreements
among policy-makers and officials of the ministries of trade and other stakeholders; organize
intersectoral seminars to build capacity and enhance knowledge and understanding;

• promote dialogue at the national level to consider the interplay between international
trade and health;

• create constructive and interactive relationships by involving and consulting all stakeholders,
including the private sector, consumers and appropriate independent experts, for generating
coherence in trade and health policies;
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• develop/strengthen capacity at the national level to track and analyse the implications of
trade and trade agreements for health-sector performance and health outcomes;

• make all efforts to obtain quality data on trade in health goods and health services, and
commission or conduct special studies, where required;

• ensure that health sectors are proactive in analysing the implications of WTAs and conveying
their views to the ministries of trade in a timely manner;

• select strong, capable negotiators, who can understand and analyse the position and interests
of countries making requests, and develop a clear negotiating strategy;

• consider adopting appropriate policies, laws and regulations to address public health-
related issues in international trade and take advantage of potential opportunities, and
mitigate potential impacts that trade and trade agreements may have for health;

• share their experience with other Member States on negotiations, including accession
negotiations, so that they can learn from each other.

WHO should:

• recommend that each Member State has a focal point in its ministry of health on trade and
health issues;

• support the efforts of Member States, at their request and in collaboration with competent
international organizations, to build/strengthen their national capacities to (i) understand
the implications of international trade and trade agreements for health, and (ii) address
relevant issues through coherent trade-related health policies and legislation that take full
advantage of the potential opportunities, and mitigate the potential risks that trade and
trade agreements may have for health

• continue collaborating with competent international organizations to support policy
coherence between the trade and health sectors at regional and global levels, and foster
the development of a global evidence-based approach on the effects of international
trade and trade agreements on health and health policy;

• include activities related to health and trade in the work-plan of WHO country offices,
and extend support for these activities;

• regularly include trade and health issues in the agenda of WHO governing body meetings,
and follow up relevant resolutions at the country, regional and global levels.

Implementing these recommendations will help promote a constructive dialogue at the national
level and help base policies on sound evidence, so that countries could maximize the positive
effects of trade liberalization and minimize its negative impact.
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