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EXECUTIVE SUMMARY

Background. The initiative for carrying out this project on international trade in health
services arises from the common interest of two international organizations, the Pan
American Health Organization (PAHO/WHO) and the United Nations Conference on
Trade and Development (UNCTAD), in examining a subject that is particularly
important in terms of the organizations’ international cooperation priorities.

The objectives of the joint PAHO/WHO and UNCTAD project are: (1) to examine the
current situation in the region with respect to trade in health services, and; (2) to
define the main issues and provide guidelines for policy-making by health sector and
foreign trade leaders in the countries studied.

The research sought to achieve the above objectives through case studies of several
key exporting and importing countries in Latin America and the Caribbean: Colombia,
Costa Rica, Cuba, Jamaica and Mexico. The field work was carried out through visits
of approximately one week to each country between July 1992 and March 1993.

Conceptual elements. The health services market is made up of the commercial
transactions carried out between suppliers and their public and/or private clients at
prices defined by the financing and service delivery scheme: public, private, and social
security. Unlike the goods sector, in service industries the products are usually
processes which are produced through a relationship between the provider and the
client. This relationship usually requires the movement of capital, people, and
information. ‘

The recent General Agreement on Trade in Services (GATS) defines trade in services
as the provision of a service: (a) "From the territory of one Member to the territory of
another Member"; (

b) "In the territory of one Member to the consumer of services of another Member";
(c) "By a service provider from a Member through the commercial presence in the
territory of another Member”, and; (d) "By a service provider from a Member through
the presence of individuals from a Member in the territory of another Member".

Taking into account the four general forms of trade in services, it is possible to
distinguish six specific modalities of trade in health services trade: cross-border trade
through telecommunications and the transport of samples, health care for foreign
patients, educational services in the health professions for foreign students,
establishment of foreign commercial presence and the temporary movement of health
professionals to provide health care services abroad.

International trade in health services in the Region. The five countries studied vary
considerably in terms of physical infrastructure, human resources, the health status
of their populations and the organization of their health system. The relative



importance of each of the six modes of trade in health services also differs in each
country and it has been summarized in Table 4.

One of the most important trade flows in health services is the provision of health care
services to foreign patients. We found evidence of this mode of trade in all of the
countries studied except Jamaica where the present nursing shortage and lack of
excess capacity have limited exports. The types of health services requested by
foreign patients can be classified into four areas: specialized hospitalization services;
medical and dental outpatient care; paramedical and other health-related services, and;
services for health promotion and recovery related to the use of natural resources such

“as hot springs. The type of market or consumer differs according to the type of
services. In general, the types of services in highest demand are surgical treatments
that requnre hlgh technology and hlghly qualified personnel.

Another trade flow detected in most of the countries studled is educational services
in the health professions for foreign students. This mode of trade is decreasing,
especially at the undergraduate level, because most countries in the region have
established schools of medicine, dentistry, and nursing that meet national demand.
The demand for educational services at the graduate ievel including medical
‘residencies is a more important area of trade than undergraduate education. The ties
established between foreign students and the hospitals where they do their residencies
later become an important element in patlent referrals to such institutions from the
students’ home countries. :

The temporary movement of health professionals to provide services abroad is one of
the flows which has received the most attention. In earlier decades, the physician
was the most important professional in this type of flow and the preferred destination
in the region was the United States where many migrated permanently. At the
present time, the largest flow in the region is composed of nurses and the preferred
destination is the United States with Jamaica being the largest source of personnel,
among the countries studied. This flow is due to differences in wages, living
conditions, and conditions of professional practice, and especially to the shortage of
nurses in the United States which, in 1989, led to an immigration policy that favored
the temporary entry of foreign nurses by creating a special visa category, H1A.

In the area of health consulting, many of the examples encountered involved
professionals hired through international agencies like PAHO/WHO or bilateral agencies
like USAID to provide consulting services -in health administration, to coordinate
specific projects,and to carry out research. One of the areas of growing interest is
hospital management, especially the establishment of quality assurance systems.

In several of the countries studied, there was evidence of some level of foreign
commercial presence although it is not very important when compared to the other
modes of trade. There were examples of foreign investment in the insurance sector,



especially in areas of recent growth such as pre-paid health care plans. No examples
were found of foreign investment in the hospital sector in the countries studied. In
the case of Mexico, in particular, the signing of NAFTA has resulted in growing
interest in establishing joint ventures and subsidiaries of American firms in all areas,
including health. This is not only to satisfy Mexican demand, but also to capture part
of the unsatisfied demand in the United States in the border area between the two
countries. Interest is focused primarily on areas such as diagnostic units, laboratory
services, dialysis units, and other auxiliary health services that require a smaller
volume of investment and involve less risk than investment in hospitals.

Lastly, in terms of cross-border trade, some anecdotal examples were found of the use
of data bases for medical information, of projects to establish ties with hospitals in the
United States for telediagnostics and a very limited trade in laboratory services for
samples sent to the United States to undergo highly specialized tests.

Comparative advantages. Comparative advantages in health services in the
international market in any of the modes of trade mentioned are determined by the
relationship between structural and commercial factors. The combination of these two
types of factors influences the positioning of the companies which export these
services to the international market and affects their ability to capture particular
consumer segments which, according to their income level, are attracted by the prices
at which the services are being offered.

The competitive provision of health services in the international market is determined
by the cost structure which is in turn influenced by the availability of certain factors
in each country. In general, Latin American and Caribbean countries benefit from
comparative advantages in terms of the low cost of labor, some availability of highly
qualified personnel and cultural affinities due to the language. They are at a
disadvantage, however, in certain factors which affect their ability to capture specific
market segments such as, access to medical equipment, level of technological
development, managerial knowledge and access to marketing networks.
Notwithstanding, it is only possible to have a clear picture of the comparative
advantages in each country through a detailed analysis of each type of service and the
potential market segments. This type of analysis goes beyond the possibilities of this
first stage of the project and should be the subject of further studies.

Trade barriers. Barriers to international trade in health services are translated into
obstacles which block such trade in any of its forms. These barriers exist as measures
contained in laws, regulations, or any other form, including the bylaws of professional
associations and the like. Such laws and provisions result in restrictions de jure or de
facto which block or limit access to the market and/or the granting of national
treatment to the services or the service providers.

The most important barrier to the export of health services, especially to direct health



care services to foreign patients, has to do with the reimbursement of treatment costs
by insurance companies. This barrier is faced in all five countries. Cuba faces an
additional barrier consisting of the economic blockade of the United States which has
been heightened with the passage of the Torricelli law in 1992.. Another barrier faced
by the countries refers to the requirements for consumer protection, among these, the
lack of malpractice insurance for the establishments and/or for individual medical
providers. The establishment of foreign commercial presence is regulated by national
health legislation in all five countries which require previous authorization and rigorous
procedures. It is also necessary to comply with the formalities for foreign investment
in terms of establishment and operation of health facilities, provisions regarding capital
repatriation and provisions regarding the accreditation of health personnel.

Main issues. A review of the analyses referred to in the previous sections and the
information presented in the case studies leads us to pose a number of issues that
must be considered in order to come up with some guidelines for formulating policies
at the national level and defining the actions needed at the level of international
organizations. The main issues can be formulated as foliows: :

L How can the development of the exportable health services sector contribute
to economic development?

] ‘Does the health services sector have strategic importance for national
development and if so, to what extent should trade in this sector be liberalized?

L What elements would defme the policies, schemes, and mechanisms to promote
‘ health services exports? :

] In the event of liberalization of the international health services trade, what will
be the role of regulation in ensuring that trade is carried out under mutually
‘beneficial conditions?

® How can technologlcal development be promoted through private, national and
‘ foreign lnvestment7

o What impact does the mobility of health personnel have on exporting and
[importing countries?

o What lmportance does health insurance have ininternational trade in health care
services? :
‘@  How can more adequate care be guaranteed for the patient who receives part

of his treatment abroad?

Conclusions. The issues above must be examined in the context of an evaluation of



the health sector’s contribution to economic development, in light of the risks and
opportunities which are entailed in the definition of policies and mechanisms to
support growing participation by these countries in international trade in health
services.

The opportunities are clear. The national studies reflect the significant flow of trade
in health services for some countries such as Colombia, Cuba, and Mexico. However,
the national debate on the desirability of developing this sector to capitalize upon
comparative advantages should consider the issues mentioned above.

The risks are great because in the absence of adequate policies, mechanisms and
regulatory frameworks, the development of these activities can be detrimental to the
health service coverage of the local population. Some countries may even be tempted
to skew the supply of health services in order to serve foreign demand without
weighing the implications on the internal market. In addition, there are the various
types of problems that may accompany liberalization of the health sector as a means
of facilitating its inclusion in the international market.






INTRODUCTION

The purpose of this document is to present the results of a study carried out jointly
by the Pan American Health Organization (PAHO/WHO) and the United Nations
Conference on Trade and Development (UNCTAD) as part of the cooperation program
of both institutions. The field work for this study was carried out between July 1992
and March 1993 and as a result, the data in this report reflects the information
available in each country at the time of the visit. The study provides an overview of
trade in health services in the region of the Americas.

The report is organized into three parts. The first part describes the background of the
study indicating the interest of the two organizations that carried it out, the
justification for the study, the objectives, the methodology, the limitations and some
conceptual elements. The second part, starting with the findings of the case studies,
presents a comparative analysis of trade in health services in the five countries
studied. The flow of trade, the comparative advantages, and the barriers to trade are
discussed. The third part provides a regional framework for formulating policies, with
a summary of the main issues to be addressed, and makes some general
recommendations. The case studies for the five countries studied --Colombia, Costa
Rica, Cuba, Jamaica, and Mexico-- are presented in separate annexes which are not
included in this report.



BACKGROUND OF THE STUDY AND CONCEPTUAL FRAMEW ORI




1. BACKGROUND

The initiative for carrying out this project on international trade in health services
arises from the common interest of two international organizations, the Pan American
Health Organization (PAHO/WHO) and the United Nations Conference on Trade and
Development (UNCTAD), in examining a subject that is particularly important in terms
of the organizations’ international cooperation priorities.

The framework for the working program of PAHO/WHO is contained in the Strategic
Orientations and Program Priorities that are defined for every four-year period as
determined by the needs and conceptions expressed by the member countries and the
Secretariat of the Organization. For the quadrennium 1991-1994, the main strategy
has been called "health in development”. The purpose of this strategy is to promote
‘the fundamental role of health in political, social, and economic development. Health
is considered an essential component of development and social well-being, as well
as a growing sector of economic activity; it is simultaneously a factor in development
in all its facets and a result of the development process. The relationship between
health and development is complex and multifaceted. In this case, it is interesting to
study the possible contribution of international trade in health services to the internai
and external sectors of national economies and especially, in relation to the foregoing,
its contribution to the development of the health sector itself as well as to the well-
being of the population.

In the case of UNCTAD, as a consequence of the Commitment of Cartagena contained
in the Final Proceedings of UNCTAD VIIil, the Secretariat was instructed to combine
forces with other United Nations Organizations working in the area of services. The
purpose in so doing was to help developing countries overcome the disadvantages
they face in this sector, to improve their competitiveness at the international level and
increase their worldwide participation in trade in services.

With this perspective, UNCTAD has joined PAHO/WHO to support developing
countries in the creation of conditions favorable to the development of their national
health service sectors. The project seeks to establish the bases for providing technical
cooperation which will facilitate the definition of policies intended to strengthen this
sector in developing countries. This inciudes the analysis of issues related to
productive and export capacity, and to the ways and means of ensuring that these
countries enjoy an ever-increasing share of the trade in services, as well as the
definition of feasible options for promoting effective access to the health services
market for providers in developing countries.

This project is doubly important for both PAHO/WHO and UNCTAD. On the one hand,
for both institutions, the project is a pilot study that promotes an exchange between
foreign trade authorities and health authorities (in the public, private, and social
security spheres) and provides an opportunity for direct contact between them, as well



well as with the providers of health services that are being exported or have export
potential. On the other hand, the results of this research will contribute valuable
elements for discussing the contribution that trade in health services makes to
development, with a multidisciplinary approach based on knowledge of the realities
and potential influence of marketing health services. The close linkage between these
two aspects will translate into concerted actions and mutual support between the two
organizations in order to direct plans of action aimed at strengthening the efficiency,
quality, and access, at an appropriate cost, to the health services traded within each
country or exported to'international markets.

2. JUSTIFICATION

A recent study conducted by the United States Office of Technology Assessment
concluded that future economic growth would depend on parallel growth in the
manufactured goods sector with a high percentage of added value, on the one hand,
and inthe service sector with intensive use of knowledge, on the other hand.’ In this
second sector, health services would surely be an important component with their
large content of knowledge based on research and scientific development.

International trade in health services is a subject that has so far received. very little
attention from health professionals, health economists, and trade specialists because
health services have not traditionally been seen as marketable. But the reality is
otherwise: international trade in health services has increased in recent years and has
begun to receive the attention of government policy-makers and trade negotiators due
to the growth potential of this type of trade. International trade in professional and
labor-intensive services, such as health services, has become a broad area. of
international competitiveness for a sizable number of developing countries.

Despite the fact that many countries are already exporting health services and that
this sector could become a competitive sector for developing countries due to its large
labor component, agreements on liberalization in this area have been rather limited.
The trend toward rising health care costs that has become more evident in the
industrialized countries suggests that liberalization would result in mutual benefits for
developed as well as for developing countries. r

On the other hand, current trade negotiations which defined the General Agreement
on Trade in Services in the Uruguay Round (GATS), as well as new or renewed
negotiations for agreements on regional integration (e.g., Mercosur, the Andean Pact,
the North American Free Trade Agreement, and the Group of Three) have given new
importance to opportunities that enable the promotion of trade in services, including
trade in health services. GATS establishes a multilateral framewaork that will govern

' Congress of the United States. = Office of Technology Assesément {(USOTA). internationaj
Competition in Services. Washington, D.C. July 1987. :
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international trade in health services. As aresult, developing countries should be sure
to negotiate market access for their service exports.

Notwithstanding, countries will not take -‘full advantage of the potential benefits that
can arise from agreements on regional integration or from GATS unless they examine
the options carefully and define the necessary policies for promoting their exports.
Studies such as this one are necessary so that trade negotiators, health and trade
authorities, and sectoral representatives can make policy decisions once they have
identified the main issues, risks, opportunities, and challenges that make up this new
sphere of action and the new context of the international economy. Through this
effort, the cooperation of PAHO/WHO and the UNCTAD makes it possible to
strengthen the regional and national priorities that promote a positive contribution by
the health sector to national and regional economic development.

With this perspective, the joint work of both institutions seeks to improve the quality
of the services offered by the economic agents devoted to health services delivery.
In addition, the organization of the supply of health services directed to international
markets under conditions of efficiency, competitiveness, and high profitability will
have a crucial effect on the quality of the services offered. Moreover, it will increase
the contribution of the internationally-marketed health services to other development
sectors (such as the hotel, transportation, food and education industries) as a result
of the multiplier and stimulating effects of generating added value, foreign exchange,
and skilled employment.

3. PROJECT OBJECTIVES

The objectives of the joint PAHO/WHO and UNCTAD project are:

] To examine the current situation in the region with respect to trade in health
services.
] To define the main issues and provide guidelines for policy-making by health

sector and foreign trade leaders in the countries studied.
q. METHODOLOGY AND ORGANIZATION OF THE STUDY
The research sought to achieve the above objectives through case studies of several
key exporting and importing countries in Latin America and the Caribbean, in order to
obtain a relatively broad and comprehensive picture. In each of the countries, the
following areas were examined:

1. General characteristics of the health services system.

2. Trade flows in the area of health services.



3. Factors that influence international competitiveness and determine the
comparative advantages and weaknesses of each country.

4, Trade barriers.
5. Government policies.

A list of the data requirements for the project was defined. An interview guide based
on this list was used to interview representatives of the hospital facilities serving
foreign patients. It is important to point out that an effort was made to collect all the
required information, but that time limitations on the part of the researchers and
information gaps at the country level prevented the research from being more
exhaustive. :

Five countries in the region of the Americas were studied: Colombia, Costa Rica,
Cuba, Jamaica, and Mexico. These countries represent different levels in the
development of international trade in health services and they also represent the
various subregions (with the exception of the Southern Cone which was excluded due
to resource and time constraints). The United States was considered to the extent
“that it influences this type of trade as the largest exporter and importer of health
services. ‘ : : :

The methods used in the study included a review of the literature published on the
subject and a review of institutional reports. There were also interviews with key
informants in the health and trade sectors, visits to institutions that serve foreign
demand in the capitals of the countries studied and in the United States, and visits to
hospitals in Houston and Miami. The field work, the data analysis, and the preparation
of the report were carried out in their entirety by an UNCTAD official and a PAHO
consultant who jointly conducted the field visits to the countries in the study (with the
exception of Jamaica, where the visit was carried out by the PAHO consultant only,
and in the case of Colombia, the PAHO country office complemented the information
with visits to other cities within that country). '

In each country, the schedule of visits and interviews was setup with the help of the
PAHO/WHO Representative Office in that country. This support was essential to the
success of the project. Field visits of approximately one week to each country were
scheduled between July 1992 and March 1993. To the extent possible, joint
meetings were scheduled with authorities from the health and trade sectors to present
the project and get their comments; interviews were setup with key informants at
hospitals, professional associations, universities, and tourism institutions; and visits
were arranged to some service providers.



5. LIMITATIONS OF THE STUDY

It is important to note the limitations of this study. First of all, this is the first study
on the subject of international trade in health services in the Americas and probably
the first such study in the world. Previous research has examined one or another
aspect of trade flow, such as migration of health professionals, but this is the first
time that the six modes of trade in health services are being examined together from
an economic and health perspective. As a result, there has not been of a body of
research available in this area to guide and enrich the definition of the conceptual
framework and methodology.

In addition, the information base is limited in both size and quality. The existing
statistics for examining and measuring the services trade in general are quite
inadequate and one of the probiems being faced is the difficulty of differentiating
between national services and international services. Also, in the area of health care,
the confidentiality of information on patient care further limits the sources of
information.

The study hopes to provide a regional overview and define the factors to be
considered by all the countries in policy formulation, and not necessarily, to document
in detail the specific characteristics of each country studied. Subsequently, it will be
necessary to carry out national studies to define the specific aspects of the health
services market in each one and to define specific policies.

6. CONCEPTUAL ELEMENTS
6.1 The Strategic Importance of the Health Services Market

Access 1o health services is an essential requirement for human development and has
thus been guaranteed in most systems of national legislation as a right of citizens
and/or a duty of the State. Access to health care under adequate conditions is a sign
of a society’s level of well-being. Moreover, the health status of the population is a
primary determinant of the individual productivity of human beings and, as such, has
a significant effect on the economy. For these fundamental reasons, the health sector
has strategic importance for national development, and health services are considered
basic services, along with education, housing, and other social services that are
indispensable for integrating men and women into society.

This is even more critical in developing countries which, with limited economic
resources and high rates of population growth, must define health service delivery
systems that guarantee the greatest possible coverage for the population as a
precondition for achieving sustainable development and equitable economic growth.
With this perspective, governments must now cope with changes in the health sector,
which are largely a result of the technological revolution that has converted it into a
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sector that is intensive in its use of capital, trained human resources, and advanced
technology. These challenges, in the context of scarce resources and the
requirements of structural adjustment, have made it necessary to modernize the sector
through new service delivery schemes that can be made viable by transforming market
forces. Along these lines, market factors at the national and international level should
be considered the driving force behind sustainable development in the health sector
while the health sector, in turn, should be seen as an important component of
economic development. '

6.2 Supply and Demand for Health Services in National Health Systems

The satisfaction of health needs gives rise to a health services structure or system
where providers and clients come together according to the regulatory framework
provided under the laws and standards established for this market. The public-private
mix in the financing and delivery of health services varies according to the nature of
the State and the specific provisions governing the organization of the health system,
and thus there is also variation in the relative importance of the public, private, and
social security sectors.

The health services market is made up of the commercial transactions carried out
between suppliers and their public and/or private clients at prices defined by the
financing and service delivery scheme: public, private, and social security. In the
private sector, prices are defined by the market. The supply and demand components
in health services are indicated in Table 1.

The relationship between supply and demand is influenced mainly by the price and
quantity of services offered in the market. Other factors are also important, such as,
the purchasing power of the clients (determined by their income level and health
insurance coverage for purchasing these services), the regulatory framework governing
the health system at the national and international level, foreign exchange restrictions,
the portability of insurance, and transportation, among others.

The close interrelationship between the market for goods and the market for services
should also be taken into account. Changes in trade flows in a specific area of
services can affect the competitiveness, production, and export of goods and other
services. Likewise, changes in the trade of goods can affect trade in services. As
was previously mentioned, two of the subsectors that produce goods are closely
related to the health services sector: the pharmaceutical industry and the medical
equipment and supplies industry. Despite the importance of the goods sector, the
study will focus only on the area of services. The interaction between providers and
consumers is reflected in national accounts through their contribution to the gross
domestic product (GDP), to employment and, in many cases, to the generation of
foreign exchange as well as to the direct and indirect multnpher effects of investments
in health on the economy as a whole.



Table 1. Supply and Demand Components in Health Services

Supply ‘ Demand
* hospitals * patients who seek health services, mainly
¢ clinics for ambulatory patients ‘ hospital, ambulatory care and diagnostic
¢ physicians’ offices services
e dentists’ offices
¢ medical imaging: X-rays, ultrasound, ¢ students and heaith professionals who seek
magnetic resonance, computerized training, specialization, and continuing
tomography, nuclear medicine, endoscopy education services

¢ laboratories for clinical analyses
® services for transplanting organs, tissues and | ¢ healthy people, including tourists, who seek

others, and the corresponding banks various types of services for health promotion
¢ centers for physical, auditory, speech and and recovery associated with the use of
learning rehabilitation, and others natural resources such as hot springs

¢ optical and hearing aid laboratories

¢ human development therapeutic services: ¢ establishments that purchase health
personal, family, and business relationships services, such as insurers, industries, and

e comprehensive geriatric centers others

* land and air transport of patients, biological
samples, and human tissues

¢ services for teaching, training and continuing
education in medicine and technical or related
professions

¢ medical research services (basic, clinical, and
technological)

* administrative services related to health
(marketing, economic and operations)

* information industries in the heaith sciences
e centers for health promotion and recovery:
thermal waters, spas, and others

Sources: Supply concepts in Francisco Biagi, "Impacto del Tratado de Libre Comercio en el laboratorio
-clfnico y en la medicina mexicana”, editorial, part 2, Revista Alergia México 39(2); Demand concepts-
the authors.

Given the strategic importance of the health sector produced by and in order to
guarantee adequate access to health services for the population, regulatory
frameworks have been established to define the conditions under which suppliers and
clients can operate in the market. These regulations include: conditions for access to
imported supplies necessary for the efficient operation of the sector; regulations on
the establishment and operation of facilities providing health services; regulations for
professional practice; regulations to define the educational system; fees for services;
and conditions of market access to foreign consumers and suppliers either individually
or as legal entities. These instruments that are specifically defined for the health
sector are complemented by other regulations that affect all economic activity across



the board, particularly regulations affecting the labor market, migration, foreign
investment, technology transfer, and the monetary and fiscal policy context.

High population growth rates and increased life expectancy, together with increased
income for different segments of the population, have diversified and increased
demand. This situation represents a challenge to governments trying to ensure that
everyone’s demands are met. From this perspective, countries have had to increase
supply, either by expanding basic infrastructure and health care services for patients
in public health systems and/or by facilitating the operation of private providers.
These considerations and other specific aspects of trade in health services to be
discussed later, will serve as the basis in. the comparative analysis, for studying the
problems from various angles, including the viability and impact of developing the
-health services export capacity of Colombia, Costa Rica, Cuba, Jamaica, and Mexico.

6.3 General Concepts Regarding International Trade in Services

For a better understanding of the importance of the results of the studies, it is
necessary to understand the forms and mechanisms by which services in general, and
health services in particular, are exchanged in international markets. First of all, it is
important to clarify what is meant by "trade in services.” Unlike the goods sector, in
~service industries the products are usually processes which are produced through a
relationship between the provider and the client. This relationship in trade in services
usually requires the movement of capital, people, and information.?

The General Agreement on Trade in Services (GATS) defines trade in services as the
provision of a service:?

a) - "From the territory of one Member to the territory of another Member". This
includes cross-border trade in health services. This type of trade is carried out
through electronic means, telecommunications, or other means of
‘transportation. Such is the case of medical laboratory samples which are taken
abroad for testing, telediagnostics, access to specialized databases on health
services, and others.

b) "In the territory of one Member to the consumer of services of another
- Member". This includes the movement of clients or consumers to buy services

‘ 2 0. Bertrand and T. Novelle, Corgora‘te‘Strategy and'Human Resources: Technological Change
in Banks and Insurance Companies in Five OECD Countries. Paris:OECD. 1988. p.85.

. % General Agreement on Trade in Services (GATS). Part |, Art.1. For more details see the document
of the final report which incorporates the results of the Uruguay Round of Multilateral Trade
Negotiations. MTN/FA. II-A1B. The term "Members" refers to the countries which signed GATS.
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in a foreign country where the provider is established. It requires that the
consumer travel to a country other than his/her own to receive a service, for
example, direct patient care and training courses in the health professions in
foreign countries.

c) "By a service provider from a Member through the commercial presence in the
territory of another Member"”. This includes the establishment of foreign
companies or their subsidiaries (as legal entities) to provide health services of
every kind (shown in Table 1), such as, management or operation of hospitals,
clinics.

d) "By a service provider from a Member through the presence of individuals from
a Member in the territory of another Member”. This includes the movement of
individual service providers (as individual persons) in any of the branches of
health services including medicine, nursing, dentistry and public health.

Services trade usually requires the following conditions:

° It shouid involve the movement across borders of services and the
corresponding payments;

® It should have a purpose or specific use;
® It should be the result of specific transactions; and,
® It should be of limited duration.

The service sector is extremely heterogeneous and as a result, unlike the goods
sector, it is difficult to define and apply general rules for all types of services. Each
subsector should be carefully studied in order to review the characteristics of the flow
of commercial trade and its implications. This study focuses specifically on the health
services subsector.

6.4 Modes of Trade in Health Services

Taking into account the four general forms of trade in services --pure trade across
borders, movement of consumers, establishment of foreign commercial presence and
movement of individual providers-- it is possible to distinguish six specific modalities
of trade in health services. The area of health services includes but is not limited to
medical services because it includes other health care and educational services (see
Table 2).
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Table 2. Specific Modes of International Trade in Health Services

Modes of exchange of services a Modes of trade in
health services

Movement of consumers . ‘ Care for foreign patients

Educational services in the health professions
for foreign students

Movement of individual providers Temporary movement of health personnel in
order to provide services abroad

Short-term health consulting assignments
abroad '

Foreign commercial presence - | Establishment of foreign companies,
subsidiaries, or foreign investment for the
management or provision of heaith services

Pure trade across borders S Trade across borders through
telecommunications, the transporting of lab
samples, and others.

Source: the authors.

Two of the modes of trade in health services involve the movement of consumers, in
this case of patients and students; and three other modes that involve the movement
of suppliers or factors of production--movement of health professionals, the
establishment of foreign commercial presence, and short-term consulting assignments.
The last mode of trade represents pure cross-border trade. The six modes of trade in
health services can be described in more detail in the following way:

1. Health services provided by health institutions or professionals in one country
to foreign patients who travel for this purpose or who need care in case of
accidents or emergencies when travelling for another reason. This modality has
also been called "health tourism" when it is considered a specialized form of
tourism.

2.  Educational services provided to foreign students who travel to another country
for the purpose of receiving training, specialization or continuing education
courses in the health professions.(mainly medicine, nursing, dentistry, and
paramedical occupations).*

4 Some feel that this type of service is not a health service as such but an educational service.
It has been included since one of the principal components of health care services is knowledge and
this is acquired through education. '
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Health services provided by health professionals temporarily employed in a
country other than their home country.

Short-term consulting services or direct care provided by visiting health
personnel who enter a foreign country for no more than a few days so that
there is no temporary or permanent change of residence.

The establishment by a firm of a commercial presence in a country other than
the country of origin through the creation of subsidiaries, joint ventures or
foreign investment for the purpose of providing services in health care,
management consulting or related areas.

The provision of health services across borders by various means, including
mail, electronic media (e.g., tele-diagnosis), shipment of lab samples for
analyses abroad, and access to information networks and specialized data
banks.

13






7. COMPARISON OF THE GENERAL CHARACTERISTICS OF THE HEALTH
SYSTEMS

As can be seen in Table 3, the five countries studied vary considerably in terms of
physical infrastructure, human resources, the health status of their populations and
the organization of their health system. The physicalinfrastructure, represented in the
‘table by hospital beds, is 100% public in Cuba and almost totally public in Jamaica.
In Costa Rica, the Social Security is the most important entity in this respect, and in
Mexico, the Social Security also plays an important role although to a lesser extent
than in Costa Rica. The country where the private sector is better developed is
Colombia.

Cuba stands out from the other countries thanks to the abundance of human
resources in the health sector and the number of beds with relation to the country’s
population. The other four countries have between 1.2 and 2.2 beds per thousand
inhabitants. The variability among the five countries is greater in terms of human
resources since Jamaica, and to a lesser degree, Mexico, have a smaller number of
physicians.

Cuba has a unified health system wherein financing and service delivery are totally
public. In Costa Rica, the social security system covers almost the entire population.
In the other three countries --Mexico, Colombia, and Jamaica-- the system is mixed
but the relative importance of the public, private, and social security sectors varies.

The relative abundance of human resources and infrastructure in Cuba is reflected
in its low infant mortality rate. In the other countries, the relationship is not as clear-
cut because although both Jamaica and Costa Rica have relative low infant mortality
rates, the resource availability differs. Mexico and Colombia have an infant mortality
rate which is approximately twice that of Jamaica or Costa Rica.

Public expenditure in health in the countries studies are the highest in Costa Rica
where they represent 7.2% of gross domestic product. Public expenditure in health
in Costa Rica are more than twice those in the other countries which range from 2.2%
for Colombia to 3.8% for Cuba. The country with highest private expenditure in
health is Colombia where it represents 3.9% of gross domestic product. This relative
high private expenditure is reflected in a private health service sector which is more
developed in Colombia than in the other countries studied.
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Table 3. Comparison of some indicators of the health system in the countries studied

% GDP
1989-1991 (a)

Indicator Colombia | Costa Cuba Jamaica Mexico
Rica

Populatibn (in thousands) 32,345 2,807 10,617 | 2,420 86,514

Beds/1000 persons 1985-1990 (a) | 1.5 1 1.2 (b) 5.0 2.2 {b) 1.3

Physicians/10,000 persons 1988- | 8.7 8.1(2 |375 1.4(2) |54

92 (a){1) '

Nurse/physician ratio 1988-92 0.6 0.4 1.7 not avail. | 0.8

(a)(1)

Infant mortality rate 1390 (3) 50 22 14 20 49

‘Public‘expenditures on health as 2.2% (4) 7.‘2% (5) | 3.8% 2.7% (6) | 2.7% (7)

% GDP 1987-1991 (a) o ‘ (c)

Private expenditures on health as 3.9% (4) | 1.8% (8) -- 1.5% (9) | 3.1% (10)

Sources:

(1) World Bank. World Development Report. 1993.

(2) PAHO. Health Conditions in the Americas. 1990.
(3) UNICEF. Children in the Americas. 1992.
(4) Ministry of Health. Colombia. 1992.

(5) Office of Statistics and the Census. Costa Rica. 1991.
(6) Economic and Social Survey. Jamaica. 1991.

{7) Ministry of Health. Mexico. 1992.
(8) Sanz and Leon. Gastos en los hogares en servicios de salud prlvados en 1987-1988.

Costa Rica.

(9) Survey of Living Conditions. Jamaica. 1989.

(10) National Income and Expenditures Survey. Mexico. 1989.

Notes:

{a) Each value refers to a specific year within that period.
{b) Calculated based on 1993 data from the Cuban Ministry of Health.

(c) Total health expenditures as a % of Global Social Product. Based on data from the

Ministry of Health.
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8. COMPARATIVE ANALYSIS OF TRADE FLOWS IN HEALTH SERVICES

As previously noted, there are six modes of trade in international health services trade
and these can be grouped into movements of consumers (patients and students),
movements of suppliers (health personnel, consultants, and commercial presence), and
pure trade across borders (by electronic media, transport of samples, etc.). The
specific characteristics of each modality by country are detailed in the case studies.

One of the initial objectives of the study was to quantify the size of the flow of trade
for each modality. Due to the absence of records containing systematic information
in this area, it was only possible to document the existence of some transactions for
each modality and to elucidate their characteristics qualitatively. On some occasions,
exact data were obtained on specific aspects of some of the modalities and these will
be described in detail later.

In Table 4, an effort was made to summarize qualitatively the relative importance of
each mode of international trade in health services as compared to the other modes
existing in each country. The sections below describe the findings according to the
type of trade flow and list the factors that led to the evaluations summarized in the
table.

8.1 Care of foreign patients
In the examination of the services offered to patients who travel to a foreign country
to receive health care or who have an accident during a trip that obliges them to seek

it out, several types of services were noted which can be grouped into four categories:

° Hospital care services for specialized and surgical treatments with a large
technological component;

® Medical and dental outpatient services;

® Other services, including paramedical services, physiotherapy, home health
care, services provided in health care institutions other than hospitals; and,

o Services related to the use of natural resources for health promotion and
recovery in establishments such as hot springs and spas.
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One of the most important type of flows in the area of trade in health services is
services to foreign patients and we found evidence of it in all of the countries studied,
except for Jamaica where the present nursing shortage and lack of excess capacity
have limited exports. The types of services provided can be categorized in four main
areas as shown in Table 5. The type of market or consumer differs according to the
type of service as noted.

Table 5. Type of Health Services Sought by Foreign Patients

Type of Service

Characteristics of the Consumer

Hospital care services for specialized
and surgical treatments with a large
technological component

Markets in countries at short, medium
or long distance; high income patients

Medical and dental outpatient services

Market in border countries mostly;

patients with various income levels

Other services including paramedical Mixed characteristics
services, physiotherapy, home health
care, services at institutions other than
hospitals such as drug rehabilitation

centers

Markets in countries at medium or
long distance; high income consumers

Services related to the use of natural
resources for health promotion and
recovery, such as those offered at
seaside resorts and spas

Source: the authors.

The main type of services provided in the international arena are high technology
tertiary care services, commonly to high income patients who pay for them out of
pocket. Some high technology tertiary care is also purchased through arrangements
between social security institutions to cover care which is not available locally for their
beneficiaries as is the case with Costa Rica. Trade in tertiary care services is expected
to increase since the general trend in health care is towards more specialized care and
services not available in the home country fall mostly in this category.

In general, the hospital services most in demand are specialized and surgical
treatments requiring hospital care, advanced technology, and highly trained personnel,
such as cosmetic surgery, transplants, cardiovascular surgery, ophthalmological
surgery, oncology diagnosis and treatment, among others (a description of the specific
services exported by each country is found in the corresponding case study).
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In the area of tertiary care the determining variables are, firstly, lack of availability of
the service in the country of origin, and secondly, the quality-price ratio in terms of
the patient’s income level. In addition to the tertiary level services available in other
countries, Cuba has specialized in developing segments of health services based on
the use of biotechnology, pharmaceuticals and procedures that do not exist in other
countries, such as those for the treatment of vitiligo and pigmentary retinopathy.

Outpatient medical services are usually sought out by inhabitants of border areas who
do so when these services are not accessible in their country of origin, when there are
differences in price, when there is land transportation available, and/or when cultural
factors (related to language and the characteristics of the doctor-patient relationship)
make the foreign supply more attractive. This was evident in the case of Mexico’s
northern border with the United States where movement is bidirectional, and on its
southern border where the movement is unidirectional from Guatemala and Belize.
This was also true for Colombia in the Amazonian tripod and on the border with
Venezuela :

Reasons similar to those described above influence the demand for dental services but
in this case price differentials are the determining factor. This is especially true in
border areas. In addition, it was noted that nationals or ex-nationals living abroad are
one of the most important groups of clients since they tend not to have insurance
coverage for this type of service and take advantage of VISItS to their country of origin
to obtain them at a lower price.

The demand for health care services by foreign patients tends to concentrate in
hospitals and private physician’s offices with the exception of in Cuba where, due to
the nature of its public health system, they are totally public, and Costa Rica where
tertiary care is concentrated in social security institutions.

The health services associated with the use of natural resources and recreational
tourism include services such as hydrotherapy, thalassotherapy, hot springs and spas.
All the countries studied have considered the possibility of exporting this type of
health services, and some of them, such as Costa Rica, Mexico, and Colombia, have
done studies to examine the supply, but have not yet carried out detailed demand
studies. Cuba has recently designed several packages for foreign tourists, with "anti-
stress” treatments in various spas that tend to native and foreign tourists. This is still
a newly developing sector of supply of health services but in view of international
trends it has the potential to become an important sector of heaith tourism.

It was not possible to obtain information on the demand for other health services in
the paramedical, physiotherapy, and rehabilitation fields except to note that this last
type of service is offered by Cuba as part of the array of services for foreigners. A
study carried out by Warner indicates the potential that Mexico has for providing
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services to United States residents in the areas of geriatric care, rehabilitation, and
home health care.®

Cuba is the only country studied that has a centralized accounting system to record
the number of patients and persons accompanying them according to origin. In the
first ten months of 1992, Servimed recorded the entry of 2,278 patients and 1,412
accompanying individuals. The patients came mainly from Argentina (16.0%),
Ecuador (12.9%), and Brazil (11.4%); other countries of lesser importance were Chile
and the Dominican Republic. To a large extent, this flow of patients is supported
logistically by an entity specializing in health tourism, Servimed, which is responsible
for promoting the product and receiving patients.

For Colombia, according to information from the National Tourism Corporation, in
1991, 2.5% or 7,799 of the tourists entering the country by air indicated that their
trip was health-related. Similar information was not available for tourists entering by
land, who represent 73 % of all tourists entering the country. However, one indication
of the volume is the number of foreign patients attended at the Leticia Hospital on the
border with Peru and Brazil. Records indicate that 8% of the total or 4,321 foreign
were seen at the Leticia Hospital in the Amazon in 1991. The hospital directors
interviewed in Colombia estimated that between 2% and 5% of the patients they
served were foreign. This proportion is similar to that in the United States where
interviews in Miami and Houston indicated that about 5% of hospital admissions were
foreign patients.

In the case of Costa Rica and Mexico it was not possible to obtain precise data on the
number of foreign patients. However, the physicians and dentists interviewed
indicated that some received a certain number of foreign patients. In Mexico, the
entry of foreign patients is very important in the border areas in the north and south
of the country. Finally, in Jamaica, due to a lack of human resources, especially
nurses, and a deteriorated physical infrastructure that does not meet national demand,
care provided to foreign patients is insignificant.

The United States is clearly the largest provider of health care to foreigners in the
world. This country has recently seen the development of medical complexes that
provide various health services at a single location, as in the case of the Texas
Medical Center in Houston which combines more than 40 institutions. In addition, the
major hospitals that attract international demand have established specialized
departments to promote their services and receive foreign patients. In the hospitals
visited in Houston and Miami, the percentage of foreign patients is about 5%, with

5 David Warner. Mexican Provision of Health and Human Services to American Citizens: Barriers
and Opportunities. Commission for the Study of International Migration and Cooperative Economic
Development. Working Papers No. 21. February 1990.
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visited in Houston and Miami, the percentage of foreign patients is about 5%, with
significant numbers of patients coming from the Latin American and Caribbean market.

In terms of what this type of trade represents financially, in the smallest country
studied, Costa Rica, the Health Insurance Fund spent U$ 144,000 dollars in one
trimester in 1992 to aid 71 patients who went abroad for care. This is an
underestimate of the volume of trade because the aids did not cover the total cost of
care since they were generally limited to U$ 2,000 per patient and they do not include
those patients who sought care abroad independently.

It is also important to note that direct payment for health care services are only one
of the components of what this type of trade represents as transportation expenses,
hotel, food and other purchases by both the patient and his/her companions are also
translated into income for the exporting country. Furthermore, although foreign
demand for health care services represents usually less than 10% of total demand this
is a highly lucrative market segment. Foreign patients usually pay for their services
in cash rather through an insurer which demands lower rates and they tend to seek
the higher cost services such as various types of surgical treatments.

8.2 Foreign ‘Students in the Health Professions

This flow of trade is decreasing, especially at the undergraduate level, because most
countries in the region have established schools of medicine, dentistry, and nursing
that meet national demand. In addition, local students prefer to study in their own
countries to avoid future problems in certifying their diplomas and obtaining licenses
to practice their profession. Some important exceptions are the "offshore"” schools
of medicine such as the one in Grenada that serves excess United States demand, and
the Autonomous University of Central America in Costa Rica, where about 50% of the
medical students are foreign, primarily from other Central American countries.

In Mexico, medical schools in Guadalajara and some border states serve foreign
students primarily from the United States, while the country’s capital has a number
of foreign students from various Latin American countries. Cuba is also an important
destination for education in the health professions and awards scholarships to forelgn
students at the undergraduate level.. o -

There was no opportunity to study in detail the demand for educational services at the
graduate level in the various health professions including medical specialties.
However, the information collected indicates that this area has more significant
international trade than undergraduate education for most countries in the region. The
ties established between foreign students and the hospitals where they do their
residencies later become an important element in patient referrals to such institutions
from the students’ home countries.” As a result, all the hospitals visited in the United
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States and several hospitals in Latin America sponsor continuing education courses
and symposia, in addition to residencies, in order to reinforce these ties.

8.3 Temporary Movement of Health Personnel to Provide Services Abroad

With the exception of Cuba, the countries visited did not have records on the number
of each type of health professionals who provided services abroad temporarily or
permanently. However, based on the interviewees and a review of secondary
sources, the following observations can be made. In earlier decades, the physician
was the most important professional in this type of flow and the preferred destination
in the region was the United States where many migrated permanently. Data for
1980 in New York City, for example, indicated that 3,056 or 38% of the physicians
were foreign, and that in some hospitals they represented 75% of the medical
personnel.® Other countries were relatively important, as in the case of Venezuela
for Colombian physicians and the United Kingdom for Jamaican ones. However, this
flow has diminished significantly. The decrease in the United States is due to
restrictions on immigration, greater difficulty in passing certification examinations, and
restrictions on obtaining licenses. Other countries, such as Venezuela, have lost their
ability to attract physicians because of the economic recession.

In Cuba, the export flow of physicians has also declined. Unlike other countries, this
flow is not solely determined by economic factors and the desire for professional
advancement, but is part of Cuban foreign policy which greatly emphasizes technical
' cooperation activities through services provided by Cuban personnel (the so-called
"internationalists”). Despite the fact that more than half of the physicians left the
country after the revolution, Cuba invested in training for this resource and rapidly
overcame the shortage and created a surplus of personnel providing services abroad,
usually for periods of two years. More recently, paid contracting of such personnel
is being promoted as a part of economic policy and in an effort to increase the entry
of foreign exchange.

Data collected by the Cuban Ministry of Public Health show that, in 1991,
internationalist collaboration included 491 physicians, 25 dentists, and 57 nurses. In
addition, 130 health workers were hired through contracts for the services of
professionals and technicians. Information from various sources indicates that
between 1,200 and 1,675 Cuban physicians provided services abroad as
internationalists between 1981 and 1985.7 This represents a significant decrease of

s Report of the New York City Council. Is there a Doctor in the House? New York City, 1980.

7 Julie Feinsilver. Cuba as a ‘World Medical Power’. Latin American Research Review, 24(2):1-
33, Table 6.
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more than 50% from the beginning of the decade to the present. The reasons for this
decline are unknown, but it is important to note that the current emphasis on placing
personnel who are paid by foreign sources rather than subsidized by the Cuban
government reduces economic losses from this cause.

In this decade, the largest flow in the region is composed of nurses and the preferred
destination is the United States, primarily the cities of New York, Chicago, Los
Angeles, Houston, and Miami.  Indeed, nurses have represented the most important
occupational group among temporary workers entering the United States over the last
five years. This flow is due to differences in wages, living conditions, and conditions
of professional practice, and especially to the shortage of nurses in the United States
which, in 1989, led to an immigration policy that favored the temporary entry of
foreign nurses by creating a special visa category, H1A. H1A is a category for
professional nurses who are not immigrants and who occupy permanent positions
temporarily; this visa does not require certification from the United States Labor
Department. In this environment, various firms specializing in recruitment of foreign
‘ nursmg personnel and other professuonals have flourished.

Of the countries studied, the one wnth the Iargest representatlon among temporary
nurses in the United States is Jamaica (see Table 6).% It is important to note that the
emigration of nurses is part of a general pattern of emigration from Jamaica to the
United States, the United Kingdom, and Canada. Most of these nurses go to New
York and Miami. The predominance of Jamaica is in large measure culturally
determined because it is the only country among the ones studied where the language
is English, and because the training there is based on the British model which makes
it more easily equivalent to training in the U_nited States.

Regardlng temporary mlgratlon to the United States from all over the world, it is
- interesting to note that the majority come from Asia, especially the Philippines. Data
from the United States Department of Labor indicate that 57% of H1A nurses entering
between 1990 and 1993 came from the Philippines, while 3.9% came from the
English-speaking Caribbean and 1.0% came from Central America, South America,
and the Spanish-speaking Caribbean.

The shortage of nurses in Jamaica and Costa Rica, which is due not only to
emigration but also to a decline in the number of trained personnel and to retirements,
has resulted in the contracting of personnel through intergovernmental agreements to
temporarily cover the difference. Jamaica entered into an agreement with Nigeria and
Costa Rica entered into an agreement with Panama.

® Thanks are due to Ruth Levine of the Urban lnsftitute for sharing the information she had gathered
on temporary nurses in the U.S. and was used for Tables 6 and 7.
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Table 6. Nurses admitted to the United States with H1 non-immigrant visas,

from 1987 to 1991
(with emphasis on the countries studied)

Subregion and study 1987 1988 1989 1990 1991
country
All countries
Europe 279 1,195 867 1,277 536
Asia 2,729 6,404 3,832 4,720 2,931
Africa 15 57 45 72 72.
Oceania 16 90 111 254 173
the Americas 649 1.437 366 685 310
Caribbean 92 349 311 485 228
Jamaica 45 184 167 278 114
North America 523 1.015 366 142 43
Mexico 4 2 2 3 8
Central America 16 49 3 7 44
Costa Rica n.d n.d. 0 0 0
South America 18 24 21 51 35
Colombia n.d. n.d. 4 3 5

Source: Data from the United States Immigration and Naturalization Service on nurses who

entered with various categories of the H visa for non-immigrants.

Notes: n.d.: no data

In Mexico and Costa Rica, the nursing associations expressed concern over a
supposed exodus of nurses to the United States. However, the data from the United
States Immigration and Naturalization Service presented in the table indicate an
insignificant number of temporary professional nurses from these countries. As was
pointed out by the associations, this may be because many do not work as
professional nurses despite having that type of training in their native country. The
difficulties with the language and with passing the certification examinations force
them to work as nurse’s aides.

Despite the fact that the language barriers would remain, it is important to point out

that, in the case of Mexico, it is possible that the number of professional nurses
entering the United States will increase after the signing of NAFTA. Table 7 shows
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the number of Canadian nurses who have entered under the agreement between
Canada and the United States, and also makes it clear that this number is much higher
than that for those who received the H1 visa, which is the traditional route for
obtaining temporary work status. (category H1A is specifically for nurses).

Table 7. Canadian Health Personnel Entering the United States Temporarily Under
the Protection of the Free Trade Agreement between the United States and Canada

Profession 1989 1990 1991
Physicians 24 36 73
Professional 761 1,286 1,892
nurses (a) +364 H1 + 139 H1 +35 H1
Other health 25 34 160
workers

Source: Statistics Division of the United States Immigration and Naturalization Service
Note: (a) Also shown are data on the number of nurses who have entered with the H1 visa.

8.4 Short-term consulting assignments in health

In the area of health consulting, many of the examples encountered involved
professionals hired through international agencies like PAHO/WHO or bilateral agencies
like USAID to provide consulting services in health administration, to coordinate
specific projects,and to carry out research. One of the areas of growing interest is
hospital management with its various aspects, especially the establishment of quality
assurance systems.

Another case is special missions sponsored by nonprofit organizations such as those
associated with churches to provide direct health care services in developing
countries. National authorities in several countries expressed concern because,
despite the good will with which these activities are carried out, problems sometimes
arise due to deficiencies in the selection and training of the foreign professionals, the
expectations created among the population of receiving services that cannot be
provided regularly by national institutions, and patient follow-up and care of any
sequelae that must be handled by local providers. Constraints on time, resources, and
information sources did not aliow for further study in this area which merits being the
subject of later studies. ‘
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8.5 Foreign Commercial Presence

In several of the countries studied, there was evidence of some level of foreign
commercial presence although it is not very important when compared to the other
modes of trade. There were examples of foreign investment in the insurance sector,
especially in areas of recent growth such as pre-paid heaith care plans. In Colombia,
for example, there was information on Bluelife, a company with 100% Brazilian
capital, and another company called Colsanitas, with Spanish and Colombian capital.
Several Colombian hospitals and companies are also interested in developing and
promoting similar plans by associating themselves with institutions in neighboring
Venezuela and Ecuador. In Jamaica, one insurance company is licensed by the United
States insurance company, Blue Cross. The United States insurance companies that
are associated with some hospitals such as the Methodist Hospital in Houston are also
expanding the market for insurance plans directed to the Latin American and
Caribbean market to cover the cost of services provided in the United States and
Europe. These plans are exclusively for use abroad and do not cover the cost of
services in the country of origin.

In the countries studied, with the exception of Cuba and to some extent Costa Rica,
there is a trend toward rising health care costs at the same time as public financing
and provision of health services are on the decrease, while it is becoming increasingly
difficult for the patient to pay for services directly. These factors have resulted in a
prolific market for foreign investment in health insurance plans. Until recently, such
plans saw little development in the countries studied, in part because the market was
limited and, in some countries such as Mexico, also because there were governmental
regulations limiting or prohibiting private foreign investment. The health insurance
market is still in its infancy in the countries studied and these companies will have to
compete with the multinationals that dominate the international market.

No examples were found of foreign investment in the hospital sector in the countries
studied. In Mexico City, the Humana Corporation, one of the most important
companies in the hospital sector in the United States, established a hospital with
100% United States capital (now the Angeles de Pedregal Hospital) which had to be
sold to a Mexican group after the hospital failed because its management style and
imported administrative standards were inconsistent with local practices and local
culture. In the case of Mexico, in particular, the signing of NAFTA has resulted in
growing interest in establishing joint ventures and subsidiaries of American firms in all
areas, including health. This is not only to satisfy Mexican demand, but also to
capture part of the unsatisfied demand in the United States in the border area between
the two countries. Interest is focused primarily on areas such as diagnostic units,
laboratory services, dialysis units, and other auxiliary health services that require a
smaller volume of investment and involve less risk than investment in hospitals.
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8.6 Pure Cross-Border Trade

This direct modality of trade whereby services are provided through various
communications media and the transport of samples between countries is very difficult
to document. Some anecdotal examples were found of the use of data bases for
medical information, of projects to establish ties with hospitals in the United States
for telediagnosis and a very limited trade in laboratory services for samples sent to the
United States to undergo highly specialized tests. However, this is an area with great
growth potential in the information sector and should be considered in future studies.

9. COMPARATIVE ADVANTAGES IN INTERNATIONAL TRADE IN HEALTH
SERVICES FOR THE FIVE COUNTRIES IN THE STUDY

Comparative advantages in health services in the international market for any of the
modes of trade described in the last chapter, are determined by the relationship
between structural and commercial factors. The combination of these two types of
factors influences the positioning of the companies which export these services to the
international market and affects their ability to capture particular consumer segments
which, according to their income level, are attracted by the prices at which the
services are being offered..

The competitive provision of health services in the international market is determined
by the cost structure which is in turn influenced by the availability of certain factors
in each country. Among these factors, we have the following: human resources,
technology, and access to health infrastructure (health facilities of all types). These
comparative advantages are reinforced by other factors such as geographical
proximity, cultural and linguistic affinities, the abundance of qualified human
resources, the reputation of the health personnel and/or the health facilities, the level
of development of local medicine and dentistry, including any technological advances
which have been introduced into the productive structure of the health sector.

The factors mentioned above make up the strengths (competitive advantages) or
weaknesses (disadvantages) faced by the establishments and individual health service
providers. Comparative advantages to develop the export of services inside a country
are in great measure influenced by the structural factors which affect all economic
activity and the health sector in particular. Structural factors have a high impact on
the ability of an establishment to tap the trade advantages and to enter international
markets. These factors also mfluence a consumer’s decnsnon to purchase a service in
a guven market.

9.1 Structural factors influencing competitiveness of services

The structural factors with the greatést impact on the capacity for exporting health
services are:
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1. The quality and appropriateness of the public and/or private heaith
infrastructure in terms of the high standards required by international demand;

2.. The numbers and qualifications of the personnel available to serve real and
potential demand;

3. The level of technological development attained, including facilities within the
country for using and applying new technologies; and

4. Current policies and the regulatory frameworks in the health sector that affect
the above three factors.

9.1.1 Infrastructure

There are important differences between the five countries in terms of ownership,
quality, and appropriateness of the health infrastructure for handling fluctuations in
demand. Cuba is the more exceptional case due to the peculiarities of a system based
on central planning and thus of a system that operates as a state monopoly. The
health care infrastructure has been developed with both Cuban and imported
technologies, although access to imported supplies and equipment is difficult. The
health infrastructure is shared by national and foreign patients. As part of recent
policies to promote the export of health services, part of the infrastructure has been
developed to serve foreign patients in clinics with diverse specialties, as well as,
seaside resorts and health centers for weight control or spas.

In Costa Rica, almost the entire health infrastructure is part of the social security
system, and tertiary level technology is concentrated in this area. Access to advanced
technology is adequate, judging from the development of medical treatments that
require intensive use of the latest technology. A relatively small proportion of foreign
patients are served utilizing the infrastructure of three private clinics and the offices
of a few physicians and dentists who capture all foreign demand. Some foreign
patients are also served in the facilities of the social security system.

Mexico’s infrastructure is highly concentrated in public and social security institutions.
The health infrastructure is modern but under the current ownership scheme it would
not be possible to meet foreign demand except through bilateral cooperation and
solidarity agreements with similar institutions. There are various private hospitals and
physician’s and dentists’ offices, especially in border areas, which have some
experience in attracting foreign demand. Anecdotal references in different articles
published on trade in services in the northern region, rate the infrastructure,
equipment, and technologies utilized there as adequate.

Colombia has an internationally renowned private infrastructure with modern
equipment which is highly concentrated in Bogot4, Cali, and Medellin. This
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infrastructure serves the local middle and high-income population through direct
payments for services and, more recently, through health insurance and prepaid health
plans. Some of the more notable institutions serve foreign demand. The institutions
visited show some potential for expanding their capacity, although many of them
already have high occupancy rates.

In contrast to the other countries studied, the Jamaican infrastructure for hospital
care, which is concentrated in the public sector, faces many limitations which prevent
it from satisfying national demand and serving potential international demand. High-
income patients from Jamaica and the nearby islands go directly to the United States,
and other low and middle-income patients are referred to United States facilities by the
health authorities.

It can be concluded among the five countries, the Colombian private health
infrastructure and the Cuban public infrastructure are the only ones with the capacity
to serve international demand in an organized way at the present time. Mexico has
enormous potential for expanding the supply of services, especially in the border
areas, 'cannot. be underestimated. = Mexico’s competitive advantages could be
increased through special investment programs to develop the private infrastructure
and capitalize on Mexico’s proximity to the United States. Costa Rica, although it has
some -infrastructure and some potential to serve foreigners due to the level of
development of its national health care system, needs to explore its options for
utilizing the social security infrastructure to serve foreign demand in highly profitable
areas with some idie capacity. Jamaica, on the other hand, shows signs that its
current infrastructure does not allow it to capture foreign markets in the short term.

9.1.2 Supply and Level of Training of Human Resources

Having an abundant and low-cost pool of qualified human resources in the country
exporting health services is a comparative advantage that affects the competitiveness
of services because of its effect on the cost of producing these services. The level
of competitive advantage varies depending on the mode of trade and a country’s
supply of personnel.

The human resources situation in the five countries presents similarities and
differences. Concerning the supply of physicians, all have a supply with adequate
qualifications, judging from the specialties and treatments offered. Foreign demand
clusters around specific providers of international reputation and/or hospitals that are
internationally famous for their development of the specialty or treatment in demand.

Nursing and paramedical personnel present greater contrasts. Jamaica trains human
resources in these areas, who by taking advantage of their language ability and
potentially acceptable levels of professional training are able to find easy placement
in international markets. These migrations create shortages of nurses and difficulties
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in meeting local demand. Costa Rica also faces a shortage of nursing personnel,
although to a lesser extent than Jamaica, and has a policy of selective immigration
based on justification of needs. In Mexico, although there is not a noticeable shortage
of personnel, several interviewees indicated the need to improve the level of
qualifications of paramedical personnel. Colombia and Cuba seem to have adequate
levels of training in these areas, according to the individuals interviewed.

From the point of view of the pool of human resources, Cuba and Colombia stand out
as the countries with the greatest abundance and levels of qualification of its
personnel and the best ability to respond to potential increases in international
demand.

9.1.3 Level of Technological Development and Use of New Technologies

The development of this comparative advantage cannot be contemplated without
reference to the need for an adequate infrastructure that is receptive to technological
improvements, human resources that utilize and develop the infrastructure, and a
policy and regulatory context that promotes it. These three elements in combination
are the vectors that produce the multiplier effects of technological advances in the
health sector. Due to the limited information available, it is not possibie at this time
to evaluate how these three elements have combined to develop the ability to
penetrate foreign markets in the countries studied or to do a comparative analysis.

When referring to some advantages generated by the technology component in
exportable health services, it should be pointed out that, despite the technological
advances applied to these services, there is still a technology gap, as compared to the
main suppliers of health services dominating the international market which in this
region is the United States. Notwithstanding, the variety of treatments provided to
patients and the level of complexity that these treatments require indicate the
availability in some countries of advanced technologies and equipment that have made
it possible to penetrate markets. Several of the countries studied are even the
creators of technologies and processes that have made it possible for them to be in
the vanguard in certain specialties. This is true, for example, of Colombia, with the
ophthalmological surgical treatments at the Barraquer Clinic, and of Cuba with the
treatment of vitiligo and pigmentary retinopathy. It is precisely this ability to create
technology that has given them the advantage of belonging to a limited group of
suppliers providing these particular health services in the world market.

Despite some delay in obtaining the latest technologies available on the market, there
is evidence that foreign demand has been attracted by treatments intensive in their
use of new knowledge, technologies, and equipment. This is evident, for example,
in the case of services such as various types of organ transplants. In four of the
countries, there is some evidence that these treatments are carried out at a relatively
low cost and with some margin of safety for the patients. This advantage is also
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being consolidated by the growing international reputation of the medical research
centers and health service provrders in Colombia, Cuba, and Mexico.

The greatest weakness of the countrres in this area relates to their ability to attract the
financial resources needed for investments in technology, either from foreign
investment or other sources. In addition, despite having access to information on new
procedures and techniques, it is difficult to integrate them in medical practice because
the elements necessary to do so are not always available. Somehow making the
securing of foreign investment for health services development a priority would be an
initial step toward increasing comparative advantages and improving the level of
technological development. Weaknesses related to the costs of production also erode
the level of competitiveness of aspects related to changes in technology because
many of the distortions that occur in acquiring technologucal mputs originate in the
cost structures ‘

9.1 4 Policies and Regulatlons in the Sector to Support Export Capacrty

Cuba is the only country that has defined a specrfrc polrcy to capitalize on the supply
of the factors mentioned earlier. Its emphasis on the development of exportable
health services without sacrificing health care for the local population is noteworthy.
It also focuses on coordinating the export of these services in the context of
developing the health tourism mdustry, the pharmaceutical industry, brotechnology,
and medical research centers.

Colombia has made some efforts to promote exportable health services, specifically
in the city of Bogota. It should be pointed out that health services development has
been the product of the dynamism and capacity of the business community and of the
highly qualified group of doctors who developed the private infrastructure to serve
local demand from high-income individuals, as well as from some neighboring
countries. Future efforts to formulate policies should be directed to designing
mechanisms and programs to capture a greater flow of foreign demand.

Mexico has not had policies to support the development of exportable private health
care services. It is possible that economic liberalization and bilateral negotiations,
especially NAFTA, will stimulate foreign investors and local entrepreneurs to develop
projects that increase Mexican capacity to meet demand from the United States and
Central America. In addition, professional associations should evaluate their position
of maintaining exceptions to the entry of foreign professionals in light of the enormous
opportunltles that are provrded by Irberahzatron and proximity to the United States
market. :

Costa Rica faces the challenge of designing ad hoc policies to develop exportable

services utilizing some idle capacity in the existing infrastructure. In addition, an
investment program must be designed to support companies that develop export
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capacity and, at the same time, programs must be developed to train personnel in
business management in the health sector.

Although Jamaica meets certain conditions for developing its export potential, health
policies should be directed toward improving coverage of its population. In addition,
if it wants to realize its export potential, the country must develop a specific program
to support private health services without diverting resources from what is needed for
serving the local popuiation.

9.2 Commercial Factors Affecting Comparative Advantages
9.2.1 Selling Price of Health Services

It is difficult to carry out a comparative analysis of the competitiveness of health
services based on the selling price of health services to the final consumer due to the
lack of homogeneity among the services sold, the establishments and the technology
used. Notwithstanding, an effort is made in this section to point out several aspects
of competitiveness based on price according to the information gathered from
secondary sources and from the interviews with representatives from several
establishments visited during the field work.

The final price to the consumer of health services abroad is determined by two cost
variables: transportation costs incurred by the consumer who goes abroad to obtain
a service; and the cost of the service as such. These two elements in combination are
critical determinants in three modalities of trade: care provided to foreign patients in
- countries other than their residence, temporary movements of heaith personnel, and
services for professional development and training in health sciences.

The comparative advantages found in care provided to foreign patients reveal the
importance of the two price components in the five countries studied. The best
evidence of this factor as an important determinant is seen in the flow of patients who
go to receive various treatments at the border because of the enormous price
differences between Mexico and the United States which make this service affordable
for low- and middle-income residents of the United States who have little or no health
insurance coverage. Low transportation costs make the service even more
competitive. It is important to add that, in addition to price, cultural factors also play
a part and these will be discussed later. This comparative advantage of Mexico, as
mentioned in various studies in the northern border area, is of great important and
differentiates Mexico from the other countries studied.

Similarly Cuba, Colombia, and Costa Rica capture foreign demand because their prices
are attractive, and, in the case of Colombia and Costa Rica, because transportation
costs to reach these countries are relatively low for people coming from the
neighboring countries that provide the largest number of clients. In the case of Cuba,
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(where demand originates primarily in countries that are relatively distant, such as
Brazil, Argentina, and Chile), the impact of transportation costs for the patient is
minimized because it is usually included in the package price. It is difficult to compare
the impact of the costs of producing the services in the flve countries because the
mformatuon obtalned is limited and unrellable ,

Regarding educational services for training in the health professions, although the data
is inadequate, the countries of origin of the clients reflect the influence of price
variables that are evident in costs for enroliment or fees, lodging and transportation.
Prices have been attractive for undergraduate.students training at certain universities
in Mexico and Costa Rica, although it is important to note that ease of admission and
the reputation of the institution are also factors. Until recently, Mexico’s public
universities treated foreigners as nationals for the purposes of payment of enroliment
costs and fees. In training at the graduate level, and for medical specialization
particularly, students cover part of their costs. The determmmg factor for students
is the cost of living in the target country.

Compansons are difficult for movements of health personnel given that this happens
on an individual basis; however, the fact that there are some Jamaican nurses who
travel to and from Miami weekly can provide some idea of competitiveness in terms
of two variables: payment for services, and transportation costs. Another source that
corroborates this advantage are the official records of Caribbean nurses imported by
the United States. o

The cost structure in the countries is also a critically important factor for foreign
commercial presence in markets with a sizeable local supply and the potential to
capture foreign demand. Although there are no documented references on this aspect
in any of the countries, several articles on NAFTA’s potential impact in Mexico point
to the enormous attraction for foreign investment in the health sector. There is
particular interest in investments in health establishments that export health services
produced in Mexico at a lower cost than in the United States.

During 'some interviews in Colombia and Costa Rica, reference was made to how
attractive to local establishments would be various forms of association with foreign
capital like franchises, administration contracts and trademarks. This modality of trade
could bring in new technological resources and also attract internationally renowned
providers that operate on a worldwide basis. . -

9.2.2 Cultural affinities
Cultural affinities, especially linguistic ones, can become advantages or barriers and
have a strong impact on client preferences for health services. This can be noted in

the same three modes of trade as in the previous case --care for foreign patients,
temporary movement abroad of health personnel and educational services for foreign
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