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Prologue
“The current path of globalization must change. Too few share in
its benefits. Too many have no voice in its design and no influence
in its course” (World Commission on the Social Dimensions of
Globalization [subsequently cited as WCSDG] 2004: 2)
In rural China, high school student Zheng Qingming kills himself
by jumping in front of a train. Friends say it was because he couldn’t
afford the last US$ 80 of school tuition fees, which meant he could not
take the college admission test. The overall annual tuition is more than
the average village family in his region earns in a year. Health care, like
education, has become scarce and expensive since China embraced the
market economy, and his grandfather had already spent the family savings on treating a lung disease.
In Zambia, Chileshe waits painfully to die from AIDS. The global
funds and antiretroviral programmes are too little and too late for her.
She was infected by her now dead husband, who once worked in a textile plant along with thousands of others but lost his job when Zambia
opened its borders to cheap, second-hand clothing. He moved to the
city as a street vendor, selling cast-offs or donations from wealthier
countries. He would get drunk and trade money for sex – often with
women whose own husbands were somewhere else working, or dead,
and who themselves desperately needed money for their children.
Desperation, she thought, is what makes this disease move so swiftly;
she recalls that a woman from Zaire (now the Democratic Republic of
the Congo) passing through her village once said that the true meaning
of SIDA, the French acronym for AIDS, was “Salaire Insuffisant
Depuis des Années” – too little money for too many years (as documented by Schoepf 1998).
In northern Mexico, a young girl named Antonia is suffering from
severe asthma. She is falling far behind in school. Her parents don’t
have enough money to pay for specialists or medicines, and wonder
whether her problems are connected to the industrial haze and foulsmelling water that come from the nearby factory. They can’t afford to
move. All their savings were used up when corn prices plunged after
1
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the border opened to imports from the US, and it is not clear how they
would make a living. How could so much corn grow so cheaply, her
father Miguel used to wonder.
In a Canadian suburb, two people die when a delivery van swerves
into oncoming traffic and slams into their car. The van driver, Tom, survives. He either fell asleep at the wheel or suffered a mild heart attack.
No one knows, and he cannot remember. It was his 15th day of work
without a rest. When the assembly plant where he once worked relocated to Mexico, driving the van became one of his three part-time jobs, at
just over minimum wage and with no benefits. He alternated afternoon
shifts at two fast food outlets, did early night shifts at a gas station and
drove the van late nights as often as the company needed him. With the
recession over, they had needed him a lot lately.

2
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Introduction
These vignettes show how recent, rapid changes in our global economy can imperil the health of millions. The first describes a real
event.1 The other three are composites, like those used in the World
Bank’s World Development Report 1995 (World Bank 1995), but in this
case based on evidence that the remarkable accumulation of wealth
associated with transnational economic integration (‘globalization’) has
deepened the division between the rich and the rest, with serious
adverse consequences for population health.
Winners from globalization, in high- and low-income countries
alike, comprise a global elite that sociologist Zygmut Bauman (1998)
calls “tourists.” They have the money and status to “move through the
world” motivated only by their dreams and desires. “Vagabonds,” on
the other hand, are those less privileged hundreds of millions whose
migrations to escape war, famine or poverty, or to pursue opportunity
and a better life are not welcome: North Africans crossing the
Mediterranean, Chinese hiding in Canadian-bound cargo ships, and
more than a million Mexicans each year who try unsuccessfully to enter
the United States illegally. National borders are increasingly closed to
them. Not all of globalization’s losers become vagabonds, but their
numbers may continue to rise as losers outnumber winners, because of
how winners have set the global rules. In the words of the World
Commission on the Social Dimensions of Globalization (WCSDG), a
high-level multipartite group organized under the auspices of the
International Labour Organization: “[T]he rules and institutions [of
globalization] are unfair to poor countries, both in the ways they were
drawn up and in their impact” (WCSDG 2004:52).
BOX 1 A Socially Just Globalization
Despite the critiques of contemporary globalization that characterize civil society mobilizations around the world, the bulk of this new
social movement is not anti-globalization. If anything, as George
Monbiot (2003) writes, we are insufficiently globalized, allowing international capital flows and trade in goods and services to slowly create
a global marketplace, but with no effective forms of global citizen rep3
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resentation or governance. There is a need to critique the present form
of globalization, as well as to articulate a clear vision of alternatives.
Thus, the 2001 World Social Forum Charter of Principles states that it
stands “in opposition to a process of globalisation commanded by the
large multinational corporations and by the governments and international institutions at the service of those corporations’ interests, with
the complicity of national governments;” while it is committed to
“alternatives…designed to ensure that globalisation in solidarity will
prevail as a new stage in world history. This will respect universal
human rights, and those of all citizens - men and women - of all nations
and the environment and will rest on democratic international systems
and institutions at the service of social justice, equality and the sovereignty of peoples” (World Social Forum Charter of Principles 2001).
The World Commission on the Social Dimensions of Globalisation
adopted a strikingly similar tone, arguing that today’s globalization
“has developed in an ethical vacuum” (2004:7), urging an “ethical
globalization” based on human rights, gender equality, reduced disparity and environmental sustainability (p.5).
The causal pathways that link globalization with the illness or
injury of particular individuals are often non-linear, involving multiple
intervening variables and feedback loops (Woodward et al. 2001;
Labonte & Torgerson 2003). Individual circumstances and opportunities are still shaped by the policy decisions of national and local governments. For example, HIV prevalence rates during the 1990s fell in
Uganda, but rose in South Africa. Why? “It is difficult to link changes
in HIV prevalence to specific policies or individual interventions, and
any broad epidemiological and policy evaluation statements would
clearly be simplifications” (Parkhurst & Lush 2004:1916). However,
the authors of this statement go on to contrast Uganda’s “early active
governmental response,” including willingness to support and work
with civil society organizations, with South African political leaders’
reluctance to place HIV prevention and treatment high on the national
agenda. The result was to squander the advantage provided by a much
better health infrastructure inherited from the apartheid-era government”.2 Patrick Bond (2001: 179-182), who directs the Centre for
Civil Society at the University of KwaZulu-Natal, argues that South
African reluctance to mobilize resources for treatment can be traced to
4
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the fact that AIDS “is killing workers and low-income consumers” –
members of a population that is largely expendable for purposes of
macroeconomic policy – “when South African elites in any case are
adopting capital-intensive, export-oriented accumulation strategies.”
As another illustration of the importance of national policies, compare
the effect of tax and transfer programs on child poverty, a crucial determinant of health, in Canada, the United States and Sweden – countries
that define distinct points in the typology of welfare states (EspingAnderson 1990) (Figure 1) – and the differences between these three
countries on a number of health-relevant indicators (Figure 2).

Figure 1: Child Poverty Rates Before and After Taxes/Transfers

Source: Figure 9, A League Table of Child Poverty in Rich Nations, 2000. Innocenti
Report Card #1, UNICEF. http://www.unicef-icdc.org/publications (data for most
recent year before 2000 for which data available)
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Figure 2: Selected Social Indicators, Sweden, Canada and the USA,
1995 - 2001

Sources: Jackson, A. 2002. Canada Beats USA – But Loses Gold to Sweden: TwentyFive Key Indicators of Social Development
Canadian Council on Social Development,
http://www.ccsd.ca/pubs/2002/olympic/indicators.htm (figures for
various years between 1995 and 2001)

National policies still matter. But globalization may limit the ability of national and sub-national governments to make policy choices
that would lead to improvements in peoples’ health, such as redistributing wealth, either directly or through public provision and financing of
goods and services, and regulating the operation of markets and the
activities of for-profit enterprises. The more steps in the causal pathway from globalization to the health of any particular individual, group
or community, the more difficult it becomes to describe the web of causation – especially to audiences that may be skeptical because of their
own privileged positions in the global order, or sympathetic but unaccustomed to arguments about causation that are not based on experimental situations where all but one variable can be carefully controlled.
The real world does not work like that, and in order to address these difficulties we first draw some definitional boundaries around globalization and extract a few health lessons from its history.

6
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BOX 2 The Erosion of Health
The last 150 years witnessed dramatic health improvements worldwide. Beginning in Europe and other wealthier countries in the late
19th through mid-20th centuries, better health quickly spread around
the globe. The most dramatic gains over the past half-century occurred
in poorer countries, substantially closing the ‘health gap’ that previously separated the northern industrialized and southern agrarian worlds.
These health gains are attributed to increasing incomes, which improve
diet and living conditions; improvements in public health measures,
such as potable (safe) water and sanitation; and the diffusion of medical innovations, notably immunization and antibiotics (World Bank
1993).
Perhaps for the first time since the influenza pandemic of 1918-19,
substantial reversals of this trend are evident for reasons other than
war. These reversals affect the poorest and most vulnerable households,
communities and nations, leading to widening gaps in health status that
parallel disparities in income and wealth. First amongst the causes of
these reversals is the pandemic of HIV/AIDS that, alongside other
infectious diseases, disproportionately affect poorer populations in
Africa, Asia and parts of Latin America. On average, a child born in
Japan can expect to live 75 years; a child born in Malawi, Niger or
Sierra Leone will not survive past 30 (Bloom & Canning 2003:48).
Second, and almost equally disturbing, has been the collapse of the
health and welfare infrastructure of the former Soviet Union: one and
half million premature deaths between 1990 and 1995 are attributed to
Russia’s chaotic and often criminal transition to a market economy
(Bloom & Canning 2003:59).
More than 10 million children under 5 years of age still die every
year in low- and middle-income countries. Only 370,000 of those
deaths are attributable to HIV/AIDS. Lower respiratory diseases, diarrhoeal disease and malaria – all of them predominantly diseases of
poverty – account for 4.4 million of these deaths each year (WHO
2003:12). At the same time, many people in low- and middle-income
countries now face a ‘double burden’ of disease, as rapid transition to
patterns of production and consumption more typical of high-income
7
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nations increases their exposure to industrial pollution and to risk factors for cardiovascular disease, cancer and diabetes (Sen & Bonita
2000, Yach 2001, WHO 2003). Road accidents in low- and middleincome countries kill more than 1.1 million people each year, most of
who never had the chance to own a vehicle (WHO 2003, Nantulya et al
eds. 2003). Recent literature now refers to the triple or even quadruple
burdens of disease, because of special challenges presented by rapid
increases in injuries and by HIV/AIDS (Bradshaw et al 2003).

Globalization: From Trading Blankets to Global Warming
Globalization is best described as “a process of greater integration
within the world economy through movements of goods and services,
capital, technology and (to a lesser extent) labour, which lead increasingly to economic decisions being influenced by global conditions”
(Jenkins 2004:1). The focus of this book is on trade liberalization
(increasing the cross-border flow of goods) and deregulation of national and international financial markets (facilitating rapid transnational
movements of capital). Historically, the transnational movement of
people has been a crucial element of globalization, and to some extent
it remains so today. Over 175 million people lived outside their country of birth in 2000. Remittances of foreign-born workers to their lowor middle-income countries of origin – some $80 billion in 2002, more
than double the amount in 1990 – have become an important source of
foreign currency for many countries (Kapur & McHale 2003).
Nevertheless, large-scale migration remains “the missing flow in
today’s globalisation” (Dollar 2002:33), mainly because of “policy
changes in one dominant nation, the United States, which has switched
from a protectionist welcoming immigrants to a free trader restricting
their entrance” (Williamson 2002:7).

8
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BOX 3 Global Political Economy Terms
Discussions of global political economy feature a number of specialized terms that may be unfamiliar to general readers. These
include:
Balance of payments The difference between the amount of foreign
currency coming into a country from sales of exports and the amount
leaving to pay for imports; plus net receipts (or minus net payments) of
interest, profits on foreign investment, etc; plus net inflows (or minus
net outflows) of funds in the form of aid, loans, foreign investment, etc.
Free trade Reduction of tariff and non-tariff barriers to the cross-border flow of goods and services. A tariff is simply a tax on the value of
imports of goods or services, levied at the border. Non-tariff barriers
are policies that act as barriers to imports without imposing a tariff for instance, requirements that all imports of a particular kind of good
meet the importing country’s regulatory standards, or be labelled in a
certain way.
GDP/GNP/GNI Gross domestic product (GDP) is the total value of all
final goods and services produced in a country in a year. Gross national product (GNP) is GDP plus property income and employee compensation from abroad. Gross national income (GNI) is for practical purposes the same as GNP.
Neoliberalism A political and economic ideology that emphasizes free
markets over state regulation, repudiates redistributive policies such as
progressive taxation (see below), favours private over public sector
provision of goods and services, and attaches especially high priority to
maintaining low inflation rates. One consequence of this obsession
with low inflation is that creditors beneft, while debtors lose.
Neoliberalism was and is exemplified by the domestic economic policies adopted by the Thatcher government in the UK, and (with some
crucial variations, primarily involving the use of government deficits to
finance military spending and tax cuts) by the Reagan and George W
Bush governments in the US.

9
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Progressive/regressive taxes A regressive tax is one that falls more
heavily on lower-income people or households, relative to their
incomes. Most sales and consumption taxes are regressive (because
low-income households must spend proportionately more of what they
earn). A progressive tax is one that falls proportionately more heavily
on higher income people or households, relative to their incomes. This
includes income tax in which the marginal rate (the tax rate charged on
each additional dollar of income) goes up as the taxpayer’s income
increases.
Washington consensus A term coined by Williamson (1990) to capture
the key reforms that the US government tried to promote for developing
countries in the 1980s, including free trade (in particular, lowering barriers to imports) and financial market liberalization, privatization, and
currency devaluation.
Globalization is not new. The history of humankind has been one of
pushing against borders, exploring, expanding, trading, conquering and
assimilating (Diamond 1997). By the 16th century the geographic and
resource endowments of Europe, combined with new sailing and navigation technologies, ushered in the first truly global era of colonization
and trade. Some argue that exploitation of colonial wealth was an
important factor in the rise and eventual global dominance of Western
capitalism, while ensuring the continued poverty of many former
colonies (Galeano 1973). A more nuanced account says colonial trade
was fuelled primarily by the surging income of a small number of
European landowners and their demand for global exotica (Williamson
2002), suggesting that rising income inequalities, which characterized
15th and 16th century Europe, can represent both a driving force and a
consequence of increased global trade. Williamson credits the end of
the Napoleonic wars and a “global pax Britannica” in 1820 with the
start of a world regime of globalization in which “the liberal dismantling of mercantilism” and “declining transport costs…worked together
to produce truly global commodity markets across the nineteenth century.”
Globalization came to a temporary halt in the early 20th century
with two world wars and the Great Depression. The ensuing devasta10
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tion spurred the creation of new international organizations to promote
reconstruction and development, in an effort to avoid the economic
shocks that partly underpinned both wars (WCSDG 2004). The United
Nations would provide political oversight to global peace and development. The International Monetary Fund (IMF) would maintain global
economic stability by helping countries with balance of payments problems3 (see Box 3). The World Bank would provide concessional (low
interest) loans or grants for post-war reconstruction and, later, for global development. The General Agreement on Tariffs and Trade (GATT)
would be a venue for negotiating the removal of protectionist barriers
to international trade. Globalization was back on track (Williamson
2002:7), even if its new rules and institutions represented the interests
of the world’s dominant, victorious nations, and even if international
trade as a percentage of global economic output did not reach levels
characteristic of the late 19th and early 20th centuries until the 1990s
(Cameron & Stein 2000). The collapse of the USSR and the fall of the
Berlin Wall, marking the end of an ideological counterweight to an
already ascendant neo-liberal form of capitalism, arguably accelerated
the pace of global market integration and certainly enhanced its legitimacy.
International trade in goods is only one dimension of globalization.
Several other trends reveal how and why today’s globalization differs
from earlier eras:
The scale of international private financial flows resulting from
capital market liberalization. Aided by technologies that allow ‘24/7’
global trade and new forms of finance capital such as hedge funds and
derivatives, currency transactions worth between $1.5 and 2 trillion
occur daily.4 Much of this activity involves speculative portfolio
money chasing short-term changes in currency valuations, rather than
foreign direct investment (FDI) that may go into new growth-promoting productive capacity. (We emphasize may since much FDI, particularly in Latin America, has gone into buying privatized state assets, representing a change in ownership rather than new growth-promoting production; see Corner House 2001, UNCTAD 2004a).5 The scale of these
transactions dwarfs the total foreign exchange reserves of all governments, reducing their ability to intervene in foreign exchange markets
11
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to stabilize their currencies, manage their economies and maintain fiscal autonomy (UNDP 1999). Each country experiencing a ‘currency
crisis’ has seen increased poverty and inequality, and decreased health
and social spending (O’Brien 2002; Cobham, 2002); with women and
children disproportionately bearing the burden (Gyebi et al. 2002).
BOX 4 From Casino Capitalism to Climate Change
International relations scholar Susan Strange (1986) coined the
term “casino capitalism” to describe the volatile flow of speculative
finance surging through world capital markets. As “hot money” enters
a country, usually after it first opens its capital accounts to outside
investors, its exchange into the local currency increases the currency’s
value on the “forex” (foreign exchange) market. After a period of currency inflation, the more aggressive casino capitalists begin to move
their investments elsewhere, precipitating a rapid plunge in the currency’s exchange value as speculators’ herd behaviour kicks in (WCSDG
2004) and the hot money leaves as rapidly as it entered.
One such crisis was the Brazilian currency meltdown of 1998, a
result of the greatest inflow and outflow of speculative capital ever
experienced by a developing country (de Paula and Alves Jr 2000). The
Brazilian government lacked sufficient foreign reserves to stabilize its
currency and was forced to borrow from the IMF, whose rescue package
came with several conditionalities, including the requirement for drastic public spending cuts. These cuts extended to Brazil’s environmental
protection spending, which was slashed by two thirds, leading to the
collapse of a multinational project (Brazil could no longer pay its
agreed upon portion of the cost) that would have begun satellite mapping of the Amazonian rainforest as a first step in stemming its destruction. This destruction, in turn, will almost certainly have a profound
effect on climate change, because of the rainforest’s role in sequestering carbon dioxide, with long-term and potentially severe health implications for much of the world’s population (Labonte 1999).
The establishment of binding rules, primarily through the World
Trade Organization, the successor to the GATT. WTO and other regional or bilateral trade agreements have established enforceable supra12
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national obligations on states, and have expanded to include services,
investment and government purchases. Countries have also entered into
multilateral covenants and treaties on human rights and environmental
protection. Notably, the 1948 Universal Declaration on Human Rights6
purportedly protects individuals and groups against state repression or
discrimination, while obliging states to take “progressive measures,
national and international, to secure … universal and effective recognition and observance” of a package of rights including “a standard of living adequate for the health and well-being of [oneself] and of his family, including food, clothing, housing and medical care and necessary
social services, and the right to security in the event of unemployment,
sickness, disability, widowhood, old age or other lack of livelihood in
circumstances beyond his control” (Article 25). These desiderata were
expanded upon in the 1966 International Covenants on Civil and
Political Rights and on Economic, Social and Cultural Rights. Even
though the latter are treaties and therefore binding on signatory countries that have ratified them (in the case of Economic, Social and
Cultural Rights, conspicuously not including the United States) as a
matter of international law, they are unlike trade agreements in that no
economic interests drive their enforcement through the limited mechanisms that are available. This asymmetry between enforceable economic (market-based) rules and social and environmental obligations may
represent the biggest governance challenge of the new millennium, an
“imbalance between the economy and the polity [that] is undermining
democratic accountability” (WCSDG 2004:4). Market-based rules are
themselves asymmetrical, since their primary enforcement measures –
trade sanctions – can be used effectively by a large and wealthy economy, but invariably hurt a small and poorer economy (Jawara & Kwa
2003).7
Reorganization of production across national borders. This third
trend is one of the most significant characteristics of our contemporary
global political economy (Dicken 2003). Multinational enterprises
(MNEs), several of which are economically larger than many nations or
whole regions, are central to this process. In 2000, 51 of the world’s
largest 100 economic entities were corporations (Anderson &
Cavanagh 2000); 49 were nation-states. At least one third of global
trade is intra-firm trade between affiliated companies (WCSDG
13
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2004:32), in which an MNE’s subsidiary in one country sells parts or
products to a subsidiary in another country (Reinicke 1998). Even this
figure understates the global integration of production, because it does
not reflect production or commodity chains that involve a core firm in
flexible, often short-term contractual relationships with multiple suppliers (Milberg 2004). The emergence of such global production or
commodity chains (Donaghu & Barff 1990, Gereffi & Korzeniewicz
eds. 1994, Gereffi 1999) allows MNEs to locate labour intensive operations in low-wage countries (often in exclusive export processing
zones or EPZs), carry out research and development in countries with
high levels of publicly funded education and public investment in
research, and declare most of their profits in low-tax countries. The
result is global tax competition and lower corporate tax revenues in all
countries (Grunberg 1998, Wade 2003).
These changes did not ‘just happen.’ They required policy decisions by governments around the world (Marchak 1991, Gershman &
Irwin 2000), decisions from which most affected citizens were often
excluded. During the 1990s, the breadth and depth of that exclusion
generated a global social movement that was, if not actively hostile to
globalization, at least profoundly skeptical about the claims made by its
cheerleaders. This movement received considerable media attention as
a result of protests during meetings of the WTO, the G8,8 the World
Bank and IMF and the World Economic Forum. However, its social justice and environmental sustainability concerns have long shaped grassroots campaigns in low- and middle-income countries, and the quality
of its research and advocacy have compelled grudging acceptance of
such campaigns’ legitimacy even on the part of those who profoundly
disagree with their conclusions.
Health concerns have been slower to enter the globalization debate
than environmental, social or economic issues (Deaton 2004b),
although the relation between health and globalization is far from new.
Disease and pestilence have long followed trade routes from one part of
the world to another. Rats on trading ships spread plague, resulting in
the deaths of an estimated one-quarter of Western Europe’s population
in the 14th century. British trade, buttressed by imperialism, helped
transform cholera from a problem in a few rural areas of India into a
14
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19th century pandemic (Ringen 1979). Blankets infected with smallpox played no small role in decimating the indigenous populations of
North America – just one of many instances in which European diseases killed off colonized peoples (Diamond 1997:210-212). Traderelated diseases also strained relationships between the captains of
industry and the stewards of public health (Ringen 1979), with merchants frequently resisting quarantines on goods as unnecessarily traderestrictive, although not above using quarantines to restrict competitive
trade that might hurt their interests (Deaton 2004b). Some of these patterns persist today. A Chinese merchant ship was the source of Latin
America’s cholera outbreak in 1991, which resulted in 10,000 deaths
(Kickbusch & Buse 2001). An influx of Asian longhorn beetles, hiding
in wooden shipping crates, threatens North American forests. Increased
marketing of tobacco products by MNEs and the ‘export’ (through local
production and global branding) of diets high in sugar or fat contribute
to rising rates of chronic disease in low-income countries (Lee 2001,
Mackay & Ericksen 2002, Lang 2003, Weatherspoon & Reardon 2003).
The economic costs associated with the 2003 outbreak of Severe
Acute Respiratory Syndrome (SARS) alerted many high-income countries to the value of global infection control. But the increased spread
of communicable diseases or unhealthy consumption by trade vector is
only a small part of the globalization/health relationship. Of far more
importance is how globalization affects such health determinants as
poverty and inequality, and here we confront the dominant story of
globalization’s health benefits.

Globalization’s ‘Poster Children’
China, India and a handful of East Asian countries are often used to
support the so-called ‘rising tide’ story about globalization in which
sustained economic growth leads to higher standards of living and better health for all – a rising tide that lifts all boats. China, in particular,
is increasingly cited as a model for what global market integration can
do for a developing country, because it has experienced phenomenal
economic growth since introducing selective internal economic reforms
and beginning aggressively to pursue export markets and foreign direct
investment.9 Understanding the source of that growth, and the reason
15
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China may rival the United States as the world’s largest economy within the next two decades (Ramo 2004), is as easy as looking at the labels
on merchandise at the local Wal-Mart, a US-based retailer that is now
the world’s largest corporation, ranked by sales, and the largest employer in both the USA and Mexico. Wal-Mart has consolidated its dominance of the mass-market retail sector by relentlessly squeezing suppliers – many of them in China – to reduce costs, which may also have
inhibited progress toward higher labour standards (Kaufman 2000,
Goodman & Pan 2004). India’s growth during the 1980s and 1990s,
though not as spectacular — about 4 percent annual growth in GDP/per
capita over the 1990s (Dollar 2002) — was nonetheless impressive.
That 38 percent of the world’s people live in India and China also gives
those countries special status in the ‘rising tide’ globalization story that
is familiar in the pages of The Economist and The Financial Times, the
speeches of European and North American trade ministers and the work
of many (but not all) World Bank economists.
The story starts from the premise that increased trade and foreign
investment improve economic growth, which increases wealth and
reduces poverty, leading to improved health. In addition, increased
wealth can sustain investment in public provision of such services as
health care, education and water/sanitation. Improved education and
population health both accelerate economic growth, and so the circle
virtuously closes upon itself. This set of claims is important because it
underscores the positive contribution of improved population health to
economic growth. Notably, the World Health Organization’s
Commission on Macroeconomics and Health (2001) has shown that
improved health is not simply a product of economic growth, but also
foundational to it. Nobel Prize-winning economist Amartya Sen (2000)
attributes China’s more rapid growth, as compared to India’s, to its premarket emphasis on public education and health care, which created a
healthy, literate (but also cheap) labour force that became a source of
comparative advantage.
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At the same time, much is left out of the story.
Consider, first, the impact of globalization on poverty. This is of
fundamental public health importance since poverty is one of the most
powerful predictors of poor health for individuals or nations10. It is
claimed that globalization-driven growth has reduced the number of
people living in abject poverty worldwide (defined by the World Bank
as living on less than $1/day) by 200 million since 1980 (Dollar 2002).
According to the most recent estimates this still leaves 1.2 billion people around the world living on less than $1/day, and 2.8 billion, almost
half the world’s population, on less than $2/day (Chen & Ravallion
2004). As Wade (2002:50) comments acerbically, “all the thunder and
lightning about trends can divert attention from what should be our central preoccupation, the sheer magnitude of poverty and inequality.”
Apart from this ethical issue, critics point to flaws in how the Bank
measures poverty (Wade 2002, 2004, Reddy & Pogge 2003), questionable use of historical data (Wade 2004), the irrelevance of the $1 a day
threshold to the realities of life in the developing world’s fast-growing
cities (Satterthwaite 2003), and lack of reliable data from China and
India where almost all of the poverty reduction has taken place (Wade
2002). In India, new research finds that poverty probably increased
during the 1990s, as did rural hunger (Patnaik 2004).
Even if we concede that recent growth in China and India has
reduced the number of their people living in extreme poverty, although
we can’t be certain of the number (Wade 2002, Deaton 2004a), poverty
increased in many regions over this same period. They include subSaharan Africa (SSA), Eastern Europe, Central Asia and, until the early
1990s, Latin America. On either the $1/day or $2/day measure, the
number of people living in poverty in SSA roughly doubled between
1981 and 2001 (Chen & Ravallion 2004:Table 4). Modest economic
growth in Latin America from 1990 – 1997 cut poverty rates by 5 per
cent, but the Asian-precipitated recession in the late 1990s caused
poverty to rise again, with almost 44 per cent of the Latin American
population living below official poverty lines in 2002 (UN Habitat
2003a).
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Why? Enthusiasts of globalization argue that countries that open
themselves to the global economy grow, while those that retain outdated forms of protectionism languish (Dollar 2001, Dollar & Kraay
2000). But reality is more complicated, in at least two respects.
First, those countries held up as model high-performing globalizers
(China, India, Malaysia, Thailand and Vietnam) actually started out as
more closed economies than the countries whose economies stalled or
declined, mostly in Africa and Latin America (Dollar 2002). The
sleight-of-hand lies in definition. Dollar’s (2002) ‘globalizers’ are
countries that saw their trade/GDP ratio increase since 1977; his ‘nonglobalizers’ are simply those that saw their ratio drop. But his nonglobalizers were already twice as integrated into the world economy in
1977, a degree of integration his supposed globalizers did not reach
until the late 1990s. There is, in fact, a long and contentious debate
amongst development economists over the impacts of liberalization on
growth and poverty reduction, much of it directly challenging Dollar’s
and Dollar & Kraay’s conclusions on theoretical, methodological and
empirical grounds (e.g. Rodrik 1999, 2001, Rodriguez & Rodrik 2000).
It can be argued that the problem for the non-performers was not their
retreat from globalization, but their high dependency on natural
resources and primary commodities (Milanovic 2003).
Second, the performing globalizers, notably China and India, experienced much of their poverty-reducing growth before they began to
reduce their import tariffs and open themselves to foreign investment
(Wade 2002). Like Japan, South Korea and Taiwan before them, China
and India grew behind walls of import protection for their domestic
producers, strict controls over banking and investment, and (at least in
the case of China) direct and indirect subsidies for exporters. They liberalized trade only as they became richer. Economic historian Ha-Joon
Chang (2002) shows that this was precisely how European and North
American countries grew their wealth a century earlier, and that to deny
low- and middle-income countries the opportunity to do the same today
through new trade rules amounts to “kicking away the ladder”.
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BOX 5 Winners, Losers and Immiserizing Growth
Defenders of global market integration often claim that low- and
middle-income countries, excluding Africa, have benefited most. This
is a misleading or at best overstated claim. A recent scorecard provides
evidence that globalization has been far from equal in distributing its
benefits (Weisbrot et al. 2001). It compares health, economic and development indicators for the pre-globalization (1960-1980) and rapidly
globalizing (1980-2000) periods. During the globalizing period, economic growth per capita declined in all countries, but declined most
rapidly for the poorest 20% of nations. The rate of improvement in life
expectancy declined for all but the wealthiest 20% of nations, indicating increasing global disparity. Infant and child mortality improvements slowed, particularly for the poorest 40%. The rate of growth of
public spending on education also slowed for all countries, and the rate
of growth for school enrolment, literacy rates and other educational
attainment measures slowed for most of the poorest 40%.
In a similar study former World Bank economist Branko Milanovic
compared population-adjusted annual growth rates for different regions
of the world for 1960-1978 and 1978-1998. After Asia, the high-income
countries of western Europe, North America and Oceania (meaning
Australia and Aotearoa/New Zealand) came out ahead of the rest of the
global pack. “Maintaining that globalization as we know it is the way
to go and that, if the Washington consensus policies have not borne fruit
so far, they will surely do so, is to replace empiricism with ideology,” he
concludes (Milanovic 2003).
Evidence on this point is provided by a recent study concluding that
economic growth through global market integration for South Africa, a
middle-income country with a strong private sector and relatively
skilled cheap labour, can only be maintained through “sustained currency depreciation.” The larger the share of traded goods in GDP (an
increasing ratio as globalization proceeds), the more likely is an outcome of “immiserizing growth”, as the international purchasing power
of domestic income growth is eroded (Kaplinsky, Morris & Redman
2002).
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Two key elements of the mainstream story, then – that liberalization
reduces poverty and promotes growth – are shaky at best, and wrong as
global generalizations. What, then, of the third, that globalization is
having no health-damaging effect on income inequalities? Whether, or
how, income inequalities that do not involve absolute poverty affect
population health remains a disputed point amongst health researchers
(Deaton 2001)11. Poverty, which is higher in high income-inequality
countries, may be the bigger problem whether it is defined in absolute
or relative terms. But greater inequality of income or wealth makes it
harder for economic growth to lift people out of poverty. Moreover,
income inequalities continue to be associated with declines in social
cohesion, public support for state redistributive social policies (Deaton
2001, Global Social Policy Forum 2001, Gough 2001), and even political engagement (Solt 2004); as well as with higher rates of infant mortality, homicide, and suicide, and generalized conflict (Deaton 2001).
Cross-national studies find that income inequalities can actually dampen longer-term economic growth (Easterly 2002), delaying the health
gains such growth might bring or sustain. Finally, rising income
inequalities, particularly between nations, may increase corruption (as
elites in poorer countries try to match the wealth of those in richer
ones), the global ‘brain drain’ (as educated persons migrate from poorer to richer nations), and ever more desperate attempts by the remaining “vagabonds” to seek illegal entry (Wade 2002) – a point dramatically illustrated by the militarization and fortification of the USMexican border. Income inequalities do matter.
But are they rising? The conflicting answers here depend on what
measures are used and what units are measured (Dollar 2002, Wade
2002, Deaton 2004a). Income inequalities within many countries are
rising. On some measures, income inequalities between countries are
also increasing (Milanovic 2003). Poverty reduction in China and
India, with their large populations, means that income inequalities
between individuals across the world may be declining slightly,
although there is disagreement even here. The more important question
is globalization’s impact on these trends. Some economists claim that,
because there is no consistent relationship between globalization and
within-country inequalities, we shouldn’t worry; on average, the ‘rising
tide’ lifts all boats more or less equally (Dollar & Kraay 2000, Dollar
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2002)12. But simple arithmetic tells a different story. Consider two
people, one earning the equivalent of $50,000/year and another earning
$500/year — a not atypical situation in countries like India or China. If
each person’s income rises by 10 per cent, the effect is to increase
absolute inequality between these two persons by an astounding $4,950.
To the extent that one’s income or wealth corresponds to political influence and power, these absolute differences should concern us.
This returns us to the story of the Chinese student who killed himself, and how it relates to the broader trends sketched above. The key
link is China’s domestic market reforms, which while credited with
rapid growth have also drastically increased economic inequalities. The
Gini coefficient in China, a standard measure of income inequality, was
a low 28.8 in 1981 but reached 41.5 in 1995, a level similar to the USA
(Chen & Wang 2001). The rural-urban divide is increasing, regional
disparities are widening and access to opportunities is becoming less
equal: during the 1990s, only the incomes of the richest quintile of the
population grew faster than the national average – again, a trend
remarkably similar to the US (Chen & Wang 2001). Similar trends
exist in India, Vietnam, Brazil and other countries experiencing rapid
liberalization, rapid growth or both.13 And in all these countries,
inequalities may be rising even within ‘rich’ regions, as they are within
many industrialized countries (Cornia, Addison & Kiiski 2004).
Many health indicators at the population level, such as infant and
under-5 mortality, in those countries where inequalities increased
(China, Vietnam and India) actually improved over the past decade;
however, immunization rates for one-year-old children saw “significant
regression” in all three countries (Social Watch 2004:70-75). But
aggregate data hide important changes in intra-national, interregional
and other inter-group inequalities. Thus, gender-related health inequalities in China increased; a longitudinal survey in several Chinese
provinces found that the percentage of women with insurance coverage
for prenatal and delivery services fell from 58.3 percent in 1989 to 34.7
percent in 1997 (Akin, Dow Lance 2004:300). Health disparities
between rural regions and the cities also increased (Liu et al. 2001).
This is no doubt partly because China’s market reforms not only
increased economic inequality, but also led to the collapse of its once
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vanguard systems of employment- and community-based health insurance.
The government share of health expenditures fell by over half
between 1980 and 1998, almost trebling the portion paid by families
(Liu, Rao & Hsiao 2003). This led to the growth of private delivery systems for those who could afford them, and increased cost-recovery
schemes for services that were still under some form of public health
insurance. The result was two-fold. There was a surge in the number of
people who fell into poverty by exhausting their income and savings to
pay for medical treatment – Qingming’s grandfather was just one of 27
million rural Chinese in 1998 to whom this happened (Liu, Rao &
Hsiao 2003). There was also a dramatic slowdown in China’s population health improvements (Deaton 2004b), particularly infant mortality
and life expectancy (Akin, Dow & Lance 2004). The longitudinal survey cited above found that insurance coverage, already available to just
one in four Chinese in 1989, continued to decline slowly through the
1990s, with a rapid decline in coverage in cities, but an increase in rural
areas (from 7.4% to 14.5%) as a result of a number of pilot schemes
aimed at recreating some form of the insurance once provided through
agricultural collectives (Akin, Dow & Lance 2004).
Similar trends are found in India, where rural poverty has deepened
in many states and is associated with marked health disparities. Women
in the poorer Indian states are particularly disadvantaged, experiencing
shorter life expectancies and lower literacy rates than men (Abbasi
1999:1133). Government expenditure on health care accounted for just
17.9 percent of India’s health care spending, with the remainder
financed out of users’ pockets – making India’s health care system one
of the world’s most highly privatized (World Health Organization
2004:138-139). Predictably, quality of public health services is low and
deteriorating; the infant mortality rate for the poorest 20 percent of the
population is 2.5 times higher than for the richest 20 percent; and a
child in the “Low standard of living” group is almost four times as likely to die in childhood as a child in the “High standard of living” group
(International Institute for Population Sciences & ORC Macro 2004).
What if Qingming had completed his education and found employment in one the many export processing zones (EPZs) to which an esti22
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mated 10 to 20 million rural Chinese migrate each year (AFL-CIO
2004:14)? EPZs have proliferated throughout the developing world in
the past two decades, with “the free trade, foreign investment and
export-driven ethos of the modern economy…transform[ing] them into
‘vehicles of globalization’” (ILO 1998).14 Between 40 million (ILO
2004a) and 50 million (Howard 2004) workers were employed in some
5,000 EPZs in 2004, 75 per cent of them in China alone (ILO 2004a).
Migration from rural to urban areas and the expansion of megacities
create a new set of health crises. Rarely, if ever, are public resources
sufficient to provide the housing, water, sanitation or energy infrastructure essential to managing this growth. Indeed, the most recent report
of the United Nations Human Settlements Programme makes the point
that the elements of globalization we describe (the market reforms of
liberalization, privatization and de-regulation) are largely to blame for
the worldwide growth of slums and the lack of public resources to cope
with them (UN Habitat 2003b). This Report also makes the important
point that the rising wealth of globalization’s nouveau riche winners
creates inflationary pressure on most goods and services, but particularly on land and housing – which only worsens conditions for globalization’s losers. To understand this point, North American readers need
only consider what has happened to housing prices in their own fastgrowing cities, especially when rent controls have been eased or lifted.
Qingming would also have been exposed to the hazardous working
conditions associated with most EPZs. While some countries extend
national labour laws and protections to their EPZs, exceptions, violations and union-free policies are commonplace (ILO 1998). Hours are
frequently long, the work is generally repetitive and arduous, and even
minimal social ‘safety nets’ are lacking. This leads to pervasive stress
and fatigue (ILO 1998), and practices such as locking in workers have
led to numerous deaths and injuries when fires have broken out in factories (ICFTU 2003). Hours of work and wages in China’s EPZs are
effectively unregulated; many people work 12-18-hour days, seven days
a week, for months at a time. “Death by overworking” – or guolaosi –
has become a commonly used term in contemporary China, and it is not
used metaphorically. Workplace accidents reportedly killed 140,000
workers in China in 2003, an annual death toll of one in every 250
Chinese workers (AFL-CIO 2004).
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China led the world in the amount of foreign investment it received
in 2002, and was second only to the USA in 2003 (China Daily 2004).
Investors do not act from altruism: it is simply more profitable to produce goods in the world’s largest supplier of cheap, healthy, compliant
and non-unionized labour than it is almost anywhere else. Labour critics, such as the AFL-CIO in the USA (2004) and the Independent
Confederation of Free Trade Unions, argue that China’s “blatant disregard for workers’ rights” (ICFTU 2003:5) is leading firms to relocate
production to China from EPZs elsewhere in the world with somewhat
less destructive working conditions. Employment in Mexico’s
maquiladoras, that country’s EPZs, dropped from 1.3 million in 2000 to
1 million in 2002 as production shifted to China, where “inflationadjusted manufacturing wages have fallen in the last decade, while
labour productivity has rapidly increased from year-to-year” (AFL-CIO
2004:15).
BOX 6 Gendered Face of EPZs
Had Qingming found work in an export processing zone (EPZ), his
sex would have placed him in the minority. EPZ employers favour
young, often single women, particularly in textile, garment manufacturing and electronics assembly: their fingers are thought to be more nimble than men’s, and they are often cheaper, receiving only 50-80% of the
wages paid to men (ICFTU 2003). Eighty per cent of China’s EPZ
employees are women (Durano 2002); the global average is 70-90%
(Athreya 2003). EPZ employment for women is credited with increasing gender empowerment by providing them with income. This may
sometimes be true, but women’s earnings are often channelled back to
the control of male family members, and many women’s domestic
responsibilities remain unchanged, creating a double burden of work
(Durano 2002). To reduce costs, EPZs frequently employ women on
part-time, casual or subcontracting arrangements that involve working
at home. This gives women flexibility between their domestic and paid
duties, but denies them the social protections that might come with regular forms of employment (Durano 2002).
EPZs, because they are located in countries with a large supply of
cheap labour, rarely improve wage conditions for either women or men
(ICFTU 2003). Workers are plentiful so there is little incentive for
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enterprises to train and retain their staff. Technology transfer, one of
the key means by which low- and middle-income countries can improve
their domestic economic efficiency and performance, is rare.
Liberalization of financial markets means that little of the foreign currency that enters the EPZs stays in the host country. To attract foreign
investment in EPZs, countries often offer extensive tax holidays (ILO
1998). By definition, these zones do not levy tariffs on imported materials, further limiting the tax benefits a country might receive for redistribution as health, education and other development investments. In
many instances few locally produced goods are used in the EPZs. In 30
years of maquiladoras (as EPZs are called in Mexico), only 2% of the
raw goods processed came from within the country (ILO 1998). Apart
from the jobs created, some of which are now departing to China, the
EPZs have had little positive impact on Mexico’s overall economic
development. They may help countries develop their internal
economies, but only if there are strong “backward and forward linkages” - requirements that companies in EPZs purchase raw materials
from, and transfer new technologies to, the host country through partnerships with local firms outside the special zones (Wade 2002).
Perhaps, with time, greater equality, employment security and safe
working conditions – all essential to sustained population health – will
return to China, and to other rapidly liberalizing countries. A recent
essay that makes this claim also highlights concerns about rapidly rising inequalities, leaving open the question of how equitably the benefits of future growth will be shared, and of the implications for population health and health equity (Ramo 2004). Answering such questions
as they relate to any specific country or region must be left to country
and area specialists. However, even if the conclusion is that growth
will, eventually, lead to widely shared improvements in health –as it did
in England during the second half of the 19th century (Szreter 1999) –
an important ethical question remains. How long may those whose
health is negatively affected by globalization, or more probably their
survivors, legitimately be asked to wait for such improvements?
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AIDS, Poverty, and the Poverty of Aid
Our second vignette raises the question of the rich world’s responsibilities for ensuring healthier globalization. It also shows that much
more is required of a global political economy than simply more, faster
and fairer growth if health equity is to be an outcome.
As noted earlier, causal pathways that link globalization with the
illness of particular individuals are often not linear or straightforward.
However, it is plausible to link Chileshe’s HIV infection to the triumph
of free markets, actively promoted by international agencies dominated
by high-income countries. In 1992, as part of a structural adjustment
program that was one of the conditions attached to loans from the
International Monetary Fund, Zambia opened its borders to imports
including cheap, second-hand clothing. Its domestic, state-run clothing
manufacturers, admittedly inefficient in both technology and management by wealthier nation standards, produced more expensive and
lower quality goods. They could not compete, especially when the
importers had the advantage of no production costs and no import
duties.15 Within eight years, 132 of 140 clothing and textile mills
closed operations and 30,000 jobs disappeared, which the World Bank
acknowledges as “unintended and regrettable consequences” of the
adjustment process (Jeter 2002). Many of the second-hand clothes that
flooded Zambia and other SSA countries, ironically, began as donations
to charities in Europe, the USA and Canada. Surpluses not needed for
their own poor were sold to wholesalers, who exported them in bulk to
Africa, earning up to 300 per cent or more on their costs (Jeter 2002).
The scale of this exchange is not insignificant. Sales to SSA countries
form the USA are worth about $60 million annually (Jeter 2002); in
2001, Canadian exports of salaula (“rummaging through the pile”), as
used clothing is called in Zambia, valued over $25 million (Industry
Canada 2002).
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BOX 7 What is Structural Adjustment?
The World Bank initiated structural adjustment loans in 1980 to
help developing countries respond to the impact of the 1979-1980
recession on their ability to service external debt. The Mexican debt
crisis of 1982, the first of many around the world, saw the IMF and
World Bank change into “watchdogs for developing countries, to keep
them on a policy track that would help them repay most of their debts
and to open their markets for international investors” (Junne
2001:206). The mechanism of this transformation was the provision of
new loans to help with debt rescheduling, provided countries agreed to
a relatively standard package of macroeconomic policies that included
the following:
• reduced subsidies for basic items of consumption;
• removal of barriers to imports and foreign direct investment;
• reductions in state expenditures, particularly on social programmes such as health, education, water/sanitation and housing, with recommended (not required) but usually ineffective targeting of special supports to the poor; and
• rapid privatization of state-owned enterprises, on the presumption that private service provision was inherently more efficient,
and that proceeds from privatization could be used to ensure debt
repayment (Milward 2000).
It is sometimes argued that when structural adjustment failed it was
because countries failed to implement it fully, and that their national
economies were in such a mess when adjustment was imposed that their
deterioration might have been worse without it. Many economists and
historians disagree, and many African countries that had previously
been buoyant began to slide into economic stagnation after adopting
structural adjustment (UN Habitat 2003b). The recently established
IMF Independent Evaluation Office found that over half the countries
undertaking structural adjustment underperformed relative to theoretical expectations; that the assumed private sector recovery rarely
occurred, or did so much more slowly than anticipated; and that the
IMF’s emphasis on taxing consumption, rather than income, fuelled
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domestic inequalities (IMF 2004). A recent UN report summarizes
what can be guaranteed from a structural adjustment programme (UN
Habitat 2003b):
• The economy opens up and exports increase (in amount, but not
necessarily in dollar value).
• The money supply normally undergoes a severe tightening and
interest rates soar, so that investment stops and many smaller
enterprises are unable to continue.
• The informal economy grows substantially due to the swelling
unemployed and the removal of controls.
• Enterprises have a large burden of debt and the financial sector
becomes technically insolvent.
• The urban poor bear a disproportionate share of the damage.
• Social safety nets are directed to politically powerful groups who
may be disadvantaged, not to the poor.
• As with all neoliberal programmes, social insecurity in all its
forms increases.
The neoliberal assumptions of structural adjustment also embody
multiple gender-related biases. A “deflationary bias” occurs when governments adopt policies that prioritize the interests of creditors and
owners of capital. A “male breadwinner” bias “constructs the ownership of rights to make claims on the state for social benefits (access to
services, cash transfers) around a norm of full-time, life-long workingage participation in the market-based labor force.” A “commodification
bias” occurs as public social provision (e.g. of education, health care,
and care for children and the elderly) is replaced by market-based provision, with access differentiated by purchasing power (Elson and
Cagatay 2000).
Political accountability is a fundamental issue. In almost every
case, structural adjustment proved massively unpopular with citizens
(Walton & Seddon 1994) as it became evident that it benefited elites
over the poor, whose ranks were swelling with the downward mobility
of the former middle class - and was often met with protests that were
frequently, sometimes brutally suppressed.
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For conventional economists, this is a textbook example of how and
why trade liberalization works: Consumers get better and cheaper
goods, in some cases goods they could not have afforded otherwise, and
inefficient producers are driven out of business. However Chileshe’s
husband, and then Chileshe herself, paid a heavy price. It was a price
that cascaded throughout other sectors of Zambia’s limited manufacturing base, with some 40 per cent of manufacturing jobs disappearing
during the 1990s (Jeter 2002). Manufacturing value added, as a per
cent of GDP, fell by half over the 1990s; the comparable figure for
industry value added was more than two-thirds (UN Habitat
2003b:Table B.6). A study of the impact of the IMF’s adjustment
reforms on manufacturing in five countries in sub-Saharan Africa,
including Zambia, found only negative effects on firms’ performances
on a variety of measures, except for one: foreign businesses gained a
slight advantage (Okoroafo 1997). A more detailed study of forty-three
Zambian companies affirmed these findings and provided another:
most MNEs “freely admitted…to using transfer pricing practices to
channel income remission [offshore] by overpricing imports from
abroad and/or under-pricing exports” (Muuka 1997), reducing the ability of Zambia to tax company profits. This is a common business practice, and indeed one of the significant advantages of operating on a
multinational scale (Murray ed. 1981).
Large numbers of previously employed Zambian workers came to
rely on the informal, ill-paid and untaxed underground economy. The
privatization of state enterprises, another component of Zambia’s
adjustment program, eliminated a further source of revenues that might
have been used to support social programs such as education and health
care. (This problem was also encountered in many Latin American
countries when structural adjustment led to the privatization of profitable, though admittedly inefficient, state telecommunications monopolies.) Other causes for the public revenue decline included a continuous slide in world prices for copper, Zambia’s primary export commodity; Japan’s 1990s recession (it was Zambia’s main importer of copper);
high debt service costs; declining levels of development assistance; and
capital flight (WTO 1996, Lindsey 2002) – a problem discussed in
greater detail in the next section of this book. Faced with precipitous
public revenue declines and a lender preoccupation with ‘cost recovery’
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in basic services, Zambia began in the 1990s to impose user charges for
schools and health services. Not surprisingly, this was followed by a
rapid rise in Zambia’s school dropout and illiteracy rates, which are projected to double by 2015 (UN Habitat 2003b:Table B7), and costs
became the main reason people failed to seek health care, or did not follow through on medical treatment (Atkinson et al. 1999).
The Zambian government is now seeking to undo many of these
policies, eliminating user fees for education, reducing charges for public health care, and reintroducing agricultural subsidies and support for
domestic industries with a potential for growth. It is also attempting to
reimpose tariffs on salaula, much of which it claims actually consists of
factory seconds and discards that have economic value and so warrant
an import tax; and to re-orient its development inwards. “In a sense,”
two officials recently wrote, “Zambia is now a victim of its own honest
policies. Trade in goods and services is now one of the mainstays of the
economy, to the detriment of more productive activities and thereby
employment opportunities” (Mtonga & Chikoti 2002:5). Or, as one of
the Zambians interviewed by Jeter (2002) commented, “The young people really love the [salaula] clothes they see…[b]ut is this the way to
develop your economy?”
Blaming Chileshe’s HIV infection on globalization may be oversimplifying, but it is not fundamentally wrong, although the causal
pathways are complicated. Sanjay Basu (2003), in an essay critical of
the behaviour change emphasis in HIV prevention programs in Africa,
notes, “[T]he top epidemiological predictor for HIV infection around
the world is not ‘risk behaviour’ but rather a low income level”; and
average income levels (measured as GDP/per capita) did indeed drop in
Zambia and twenty-three other African countries after they opened up
their economies to meet IMF/World Bank loan conditions (UN Habitat
2003b:37). In more specific terms, labour markets structured by export
demands (notably for minerals) remove men from families and place
them in risky working conditions, creating contexts in which the hazards of unsafe sex pale by comparison with the quotidian hazards of the
job (Campbell 1997). An actual case study describes evocatively how
structural adjustment in Zaire destroyed livelihoods and drastically cut
health and education services and employment, creating despondency
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in many men that led them to increase their own sexually risky behaviours, and eventually forcing many women into selling sex for survival
(Schoepf, Schoepf & Millen 2000). “Survival sex” has been described
in other African contexts (see e.g. Wojcicki 2002, Wojcicki & Malala
2001), although not always with specific reference to causal pathways
from globalization. Finally, the tragic intersection of future economic
despair and traditional patriarchy is evident in the practice of some
South African men who, discovering they are HIV positive, infect as
many others as possible to avoid dying alone (Leclerc-Madlala 1997).
The web of connection between globalization and the HIV pandemic in Africa has many strands. Two of the more important ones so far
unexamined are the debt crisis that gave birth to neo-liberal structural
adjustment programs, and the politics and adequacy of the aid response
by high-income donor nations.
Debt, Aid, and Brain Drain
The long-standing ‘debt crisis’ is a major factor in the inability of
low-income countries to sustain or benefit from economic growth
(UNCTAD 1999). It is also a major impediment to their ability to
invest in health, education, water, sanitation and other essential health
infrastructures. For example, in 2001-2002, government expenditure
on health services in Bangladesh was $492 million, while expenditure
on external debt service was $1.08 billion; and in Kenya, the figure for
health spending was $189 million, and for debt repayment $580 million
(Rowson & Verheul 2004:8). African countries currently owe more
than $15 billion annually in debt servicing charges to rich country
creditors, although not all that is actually paid in any given year — an
amount that almost equals the total annual value of development assistance they receive (OECD 2004b). Worldwide, the amount of money
returned to high-income countries dwarfs the amount they receive in
development assistance, creating a ‘revolving door’ in which what
donor countries give in assistance, they receive back multiple times
over in debt repayments (Figure 3). Journalist Ken Wiwa, the son of
Ken Saro-Wiwa, the Nigerian activist hanged for opposing Shell Oil’s
destruction of his peoples’ homelands, noted bitingly: “You’d need the
mathematical dexterity of a forensic accountant to explain why Nigeria
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borrowed $5 billion, paid back $16 billion, and still owes $32 billion”
(Wiwa 2004:A19). The African continent as a whole between 1970 and
2002 borrowed $540 billion, paid back $550 billion and still owes $295
billion (UNCTAD 2004b:19).

Figure 3. How debt service obligations dwarf development
assistance

Source: Pettifor and Greenhill 2002

The specific causes of debt crises vary from country to country and
over time (George 1988, Hanlon 2000, Strange 1998), but it is widely
agreed that major contributors include:
• The oil price shocks of 1973 and 1979-80. All countries were
affected, but low-income countries in particular had to borrow to
pay the costs of suddenly expensive imported oil.
• Profligate lending by banks stuffed with new ‘petrodollars,’ with
few checks on the viability of the loans, or whether the money
would simply end up as flight capital.
• The rapid increase in inflation-adjusted interest rates during the
early 1980s, resulting from the monetarist policies of the United
States. Poor, indebted countries had to borrow more just to keep
up with the suddenly very high interest payments alone.
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• Devaluation of the local currency (often a requirement of a structural adjustment loan), which doubled or trebled the debt burden,
payable in dollars or some other hard currency. This “forc[ed]
debtor countries (all except the US) to restructure their
economies towards exports with which to earn the hard currency
needed to pay for imports and to service debts” (Wade 2002:58).
• Falling world prices for the primary commodities that are the key
exports (and foreign exchange earners) of many developing
economies.16 World prices fell for a variety of related reasons:
Less demand for them by high-income countries facing recession
in the 1980s, oversupply as more low-income countries (often on
the advice of lenders eager to have these countries use export
earnings for debt repayment) began to produce the same commodities for export, and oversupply by heavily subsidized highincome commodity producers, especially of agricultural products.
• Capital flight, consisting of two dimensions, which sometimes
overlap. In the first, political leaders steal development assistance and other income flows, including bank loans and bribes
collected as a cost of doing business, and then hide the assets
abroad (see Box 8). In the second, foreign investors and domestic economic elites behave in an economically rational (and usually entirely legal) manner by shifting their assets abroad, usually into hard currencies such as the US dollar, reducing the ability of governments to meet revenue requirements through taxation
(Labonte et al. 2004:14-16, 32-34). During 1970-96, “roughly
80 cents on every dollar that flowed into [sub-Saharan Africa]
from foreign loans flowed back out as capital flight in the same
year” (Ndikumana & Boyce 2003:122); and the economist who
coined the phrase “the Washington consensus” to describe the
market-oriented axioms that guided development policy in the
1980s has warned that possibilities for progressive taxation to
finance social spending in Latin America are limited “because
too many of the Latin rich have the option of placing too many
of their assets in Miami” (Williamson 2004:13).
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BOX 8 Debt, Corruption and the ‘Cost’ of Doing Business
Transfers of resources to developing countries, as debt relief or
direct grants, are increasingly accompanied by requirements that recipient countries demonstrate “good governance”, notably by reducing
corruption. Superficially the logic of such requirements is unassailable. Transparency International, perhaps the most influential actor in
civil society with regard to anti-corruption efforts (Serafini 2004), estimates that just ten of the most notoriously corrupt leaders of the past
20 years, led by Indonesia’s Suharto, the Philippines’ Marcos and
Zaire’s Mobutu, embezzled $29-58 billion from some of the poorest
countries in the world (Hodess 2004).
The irony of such conditions, however, lies in the routine involvement of Western businesses in a range of corrupt practices. Western
businesses in 1999 are said to have paid over $80 billion in bribes to
officials in low- and middle-income countries to gain market access
(often for weapons purchases) and regulatory relaxation (often in the
mining, logging and oil sectors). Such bribes inflate the costs of projects, and may increase the debts of low- and middle-income countries
by creating an incentive for leaders to borrow for financially unsustainable but personally lucrative projects (Hawley 2000). Nigeria’s vicepresident further blames rich nations for allowing corrupt officials to
siphon aid funds into private offshore accounts - to the tune, in
Nigeria’s case, of over $4 billion (Ozoemena 2004).
Multilateral initiatives to control corruption include an OECD
Convention on Combating Bribery (which came into force in 1999) and
the 2003 UN Convention Against Corruption. The OECD convention
has been signed by 35 countries, including a number of middle-income
exporters such as South Korea, Chile, Brazil and Turkey as well as
members of the OECD. A US review was “generally encouraged” by
efforts to implement the convention but concerned about uneven
progress (US Department of Commerce 2004).
US leadership in this policy area dates back to the Foreign Corrupt
Practices Act, domestic legislation to prohibit bribery of foreign officials by US corporations (McCubbins 2004). Because US firms were
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thereby placed at a competitive disadvantage, they have and had a
strong interest in weakening or circumventing the legislation and, more
significantly for our purposes, in supporting multilateral measures like
the OECD convention that impose similar constraints on their competitors. US firms clearly take the domestic legislation seriously, especially after recent amendments and sentencing decisions (McCubbins
2004). The director of the Probe International Foundation told a US
Congressional committee in 2004 that it was one of the reasons US
firms had not been among those indicted in Lesotho for bribing officials
to secure contracts for portions of a World Bank-funded dam project.
She recommended that national appropriations for the World Bank and
other multilateral development banks be made conditional on their
implementing the principles embodied in the legislation (Adams 2004).
The effectiveness of the 2003 UN convention is even more uncertain. It potentially, represents a major advance not only because it
requires domestic criminalization of various forms of corruption, but
also because it specifically addresses the crucial issue of recovery of
illegally obtained assets. However, although 113 countries had signed
the convention by 2004 (including all the G8), it had been ratified by
only 13 (including none of the G8) and 30 ratifications are needed
before it comes into force, even with respect to those countries that have
ratified it.
Whatever multilateral agreements may be in place, implementation
depends on legislation and enforcement at national and sometimes subnational level. Given the asymmetry of power relations in the world
economy, it is especially important that industrialized countries both
regulate the behaviour of firms under their legal jurisdictions, imposing sanctions that are meaningful when compared with the potential
gains from engaging in corruption, and act aggressively to prevent
financial institutions from handling proceeds from corruption.
Opportunities for legal creativity include national adoption of the principles of the US Foreign Corrupt Practices Act, and further initiatives
such as imposing civil and criminal liability on officers, directors and
senior managers of institutional investors that own securities of firms
found to have violated antibribery statutes in any country party to the
international conventions.
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The health-damaging effect of debt service obligations, and the
structural adjustment conditionalities attached to lending designed primarily around creditors’ interests, were well known as early as 1987
(Cornia, Jolly & Stewart, 1987, World Commission on Environment
and Development 1987). Not until 1996, after much lobbying by international NGOs, did high-income countries respond in a concerted fashion with the World Bank/IMF Heavily Indebted Poor Country (HIPC)
initiative. This quickly became the centrepiece of the industrialized
world’s debt reduction initiatives, and expanded in 1999 as Enhanced
HIPC. It offers partial debt relief to 38 of the world’s poorest countries,
although not all 38 have actually received such relief. While Enhanced
HIPC has led to increases in public spending on such basic needs as
health and education in some recipient countries (Gupta et al. 2002), in
many the annual cost of debt servicing will still exceed combined
spending on health and primary education after they have obtained the
maximum debt reduction for which they are eligible (Oxfam 2001).
According to one estimate, almost half the HIPC countries’ debt will
remain unpaid and uncancelled at the conclusion of the initiative
(Martin 2004).
This is partly because not enough debt relief has been offered; partly
because the resources made available through HIPC may have come at
the expense of development assistance flows of other kinds (Killick
2004); and partly because Enhanced HIPC defines a “sustainable” debt
load in terms of a present value that is less than 150% of annual export
revenues. This criterion, adopted at the insistence of the G7 (Martin
2004), means that some of the world’s poorest countries can only rescue themselves from poverty by rapidly increasing the value of their
exports. This demand has been described as “internationalized workfare” (Goldstone 2001), an analogy with US welfare reforms that forced
mothers into low-wage work on almost any terms (Albelda & Withorn
eds. 2001, Tourigny & Jones-Brown eds. 2001). Consider that creditor
nations in the EU allow Ghana, a HIPC country, to export raw cocoa for
a tariff of just 0.5%. But if Ghana, rather than European-based MNEs,
turns the cocoa into chocolate, it faces a tariff of 30.6% (Elliott 2004b).
A more defensible criterion for debt relief would first ensure a country
had enough money to meet basic human needs, and only then determine
how much (if any) of the government budget could be devoted to debt
repayment (Pettifor & Greenhill 2002, Greenhill & Sisti 2003).
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Debt relief also comes with conditionalities. Poverty reduction has
replaced structural adjustment in the official vocabulary of the World
Bank and the IMF, but similar macroeconomic policy directions can be
observed in the Poverty Reduction Strategy Papers (PRSPs) that are
required for HIPC debt relief and, increasingly, for bilateral development assistance or concessional loans from the World Bank. Indeed,
policy elements of PRSPs often include “trade-related conditions that
are more stringent, in terms of requiring more, or faster, or deeper liberalization, than WTO provisions to which the respective country has
agreed” (Brock & McGee 2004:20). There may be democratic benefits
in the increased citizen participation that PRSPs urge as important in
creating local ‘ownership’ of a country’s poverty reduction strategy,
although such participation has so far been tokenistic. But many of the
economic conditions associated with PRSPs – notably the “dogmatic
demands for privatization and reduced public services” – should be
removed (WCSDG 2004:103).17
BOX 9 Aircraft, Air Traffic Control and Basic Needs
While the political use of assistance was supposed to decline with
the collapse of communism, aid’s domestic political and commercial
interests persist. In 2002, the Tanzanian government agreed to purchase a £28 million military air traffic control system from Britain’s
BAE Systems, one of the world’s largest defence contractors. BAE
Systems actively lobbied for the granting of an export licence for the
system, citing the need to preserve 250 jobs in Britain. (Then) international development secretary Clare Short publicly opposed the deal,
which was financed by a low interest (concessional) loan from Barclays
Bank, after the bank had been granted a lucrative banking licence to
operate in Tanzania. Tanzania is a recipient of debt relief under HIPC,
eligibility for which precludes the use of concessional loans for military
purchases. The World Bank also opposed the loan, arguing that far less
expensive systems would be adequate for Tanzania’s civilian needs. The
loan and purchase nonetheless proceeded, at the Prime Minister’s urging. When the cabinet split was publicized, Short temporarily froze £10
million of British aid to Tanzania, as required under HIPC rules, but
was ultimately overruled on the issue, and indeed announced a new aid
package worth £270 million over six years as the sale went ahead. So
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did the Tanzanian government’s purchase of a £15 million personal jet
for the country’s president. This case may have been unusual only
because such internal disagreements are usually kept out of the public
eye, but illuminates the origins of much cynicism about ODA (adapted
from Labonte et al. 2004).
ODA is not a panacea for development. Historically, aid has often
served the political, strategic or commercial interests of donor nations,
particularly so in Africa where “donors have apparently not used recipient governments’ revealed commitment to tackling poverty as a basis
for country aid allocations,” basing assistance instead on “commercial
and political considerations” (White & Killick 2001:118).18
Throughout the developing world, aid is often ‘tied’ to the purchase of
goods and services (in the form of technical cooperation) from donor
countries (Labonte et al. 2004:126-129). Similar criticisms are made of
debt relief priorities. The USA quickly moved to mobilize international commitments to write off as much as $100 billion of Iraq’s debt ($42
billion in write-offs was promised as of December 2004), with some
evidence that this is tied to creditors’ access to future oil contracts
(Dixon 2004). High-income countries have also reportedly used threats
of withholding debt relief, ODA and support for loans by the World
Bank or IMF to break the growing solidarity amongst low- and middleincome nations in WTO trade (Hilary 2004). Aid has also financed
large-scale, environmentally destructive projects with limited relevance
to basic needs (Rich 1994, Bosshard et al. 2003), or simply been stolen
by corrupt officials (LaFraniere 2004, Vasagar 2004).
Some of these limitations are slowly being removed through commitments to untie aid and provide more aid as sector-wide budget support to government departments. At the same time, aid is increasingly
accompanied by conditionalities that parallel those associated with debt
relief. The 2003 US commitment to increase its annual aid spending to
$15 billion by 2006, by way of its Millennium Challenge Account,
makes new funds conditional on “sound economic policies that foster
enterprise and entrepreneurship, including more open markets and sustainable budget policies” (UN Secretary-General, 2002 ¶8-9) – in other
words, greater market and investment opportunities for US-based
firms.
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Past and present aid conditionalities have led some activist organizations to promote full debt cancellation rather than more ODA. Debt
cancellation, because it provides more autonomy to recipient countries,
is preferable to aid, but only if there must be a choice between the two
(Birdsall 2002). Simple logic indicates that this is not the case, and
simple arithmetic makes it clear that such a tradeoff would be disastrous
for the future of much of the developing world. Jubilee Research calculates that at least $16.5 billion per year in new development assistance would be needed in order to ensure that the HIPCs could meet the
basic needs of their people, even if their entire external debt were to be
cancelled (Pettifor & Greenhill 2002). Jeffrey Sachs and colleagues
with the UN Millennium Project estimate that many African countries
will require ODA contributions equal to 20-23 per cent of their GDP
over the 2004-2015 period if they are to finance achievement of their
Millennium Development Goal targets (Sachs et al. 2004:166-167).
(See Box 10).
BOX 10 Millennium Development Goals
The Millennium Development Goals (or MDGs) and the associated
targets were developed by a working group of several international
organizations based on the United Nations General Assembly’s
Millennium Resolution (Resolution 55/2 ¶19). No binding commitment
to implementing the goals exists, but they have become the focus of an
unprecedented effort on the part of the World Bank and a variety of
agencies within the UN system to measure development progress in a
systematic way, and to advocate for additional resources for development with a special emphasis on meeting basic needs. Despite these
efforts, two (amongst many) recent assessments conclude that meeting
the Goals by the target date of 2015 is unlikely (Sachs et al. 2004; UN
Millennium Project 2005). An assessment that focused on the healthrelated MDGs concluded in December 2003 that: “Even if economic
growth accelerates ... and even if progress toward the gender and water
goals were to be substantially accelerated, the developing world will
wake up on the morning of January 1, 2016 some way from the health
targets – Sub-Saharan Africa a long way” (Wagstaff, Claeson et al.
2003:2-12).
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The Millennium Development Goals
Goal 1: Eradicate extreme poverty and hunger
Target 1: Halve, between 1990 and 2015, the proportion of people
whose income is less than one dollar a day
Target 2: Halve, between 1990 and 2015, the proportion of people who
suffer from hunger
Goal 2: Achieve universal primary education
Target 3: Ensure that by 2015 children everywhere, boys and girls alike,
will be able to complete a full course of primary schooling
Goal 3: Promote gender equality and empower women
Target 4: Eliminate gender disparity in primary and secondary education preferably by 2005 and to all levels of education no later than 2015
Goal 4: Reduce child mortality
Target 5: Reduce by two-thirds, between 1990 and 2015, the under-five
mortality rate
Goal 5: Improve maternal health
Target 6: Reduce by three-quarters, between 1990 and 2015, the
maternal mortality ratio
Goal 6: Combat HIV/AIDS, malaria and other diseases
Target 7: Have halted by 2015 and begun to reverse the spread of
HIV/AIDS
Target 8: Have halted by 2015 and begun to reverse the incidence of
malaria and other major diseases
Goal 7: Ensure environmental sustainability
Target 9: Integrate the principles of sustainable development into
country policies and programmes and reverse the loss of environmental
resources
Target 10: Halve, by 2015, the proportion of people without sustainable
access to safe drinking water and basic sanitation
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Target 11: By 2020, to have achieved a significant improvement in the
lives of at least 100 million slum dwellers
Goal 8: Develop a global partnership for development
Target 12: Develop further an open, rule-based, predictable, non-discriminatory trading and financial system
Target 13: Address the special needs of the least developed countries
Target 14: Address the special needs of landlocked countries and small
island developing states (through the Programme of Action for the
Sustainable Development of Small Island Developing States and the
outcome of the twenty-second special session of the General Assembly)
Target 15: Deal comprehensively with the debt problems of developing
countries through national and international measures in order to make
the debt sustainable in the long term
Target 16: In co-operation with developing countries, develop and
implement strategies for decent and productive work for youth
Target 17: In co-operation with pharmaceutical companies, provide
access to affordable, essential drugs in developing countries
Target 18: In co-operation with the private sector, make available the
benefits of new technologies, especially information and communications
The value of ODA as a percentage of most industrialized countries’
GNP or GNI, with some notable and laudable exceptions, has been
declining since the mid-1980s (Figure 4). The United Nations’ 2002
Monterrey Conference on Financing for Development saw donors
pledge to raise the inflation-adjusted value of development assistance
from $58.2 billion in 2002 to $76.8 billion by 2006. (OECD 2004b:62).
This $18 billion increase, a welcome change in direction, nonetheless
compares poorly with the additional $40 billion - $70 billion per year
in ODA estimated as needed in order to meet the first 7 of the MDGs
(Devarajan, Miller & Swanson 2001) – which, by more recent accounts,
may be a considerable underestimate (World Bank 2003; UN
Millennium Project, 2005). The Commission on Macroeconomics and
Health estimated the need for donor financing for health care and health
research alone at $27 billion by 2007 – as against total ODA for health
of just $8.1 billion in 2002 (Michaud 2003). Thus the gap between
what is needed and what is provided is unconscionably vast.
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Figure 4. Trends in G7 development assistance, with selected comparison countries

* Assuming all commitments made at Monterrey in 2002 are fulfilled (G7 only)
** Promised (France and UK only)
Sources: Chirac 2003; MacAskill 2004; OECD 2005.

BOX 11 The International Finance Facility
The International Finance Facility (IFF) promoted by the UK (HM
Treasury and DFID 2003) is a special case of development financing.
It proposes to transform the Monterrey (and subsequent) donor pledges
for increased development assistance into bonds, repayable by the
donor countries after 2015. The effect of issuing such bonds would be
to double the amount of financing available for development within a
few years. Coupled with debt cancellation it would bring international
development financing closer to the estimates of the amount needed by
low- and middle-income countries to meet their MDG targets.
The IFF proposal was first raised at the 2003 G8 Evian summit as
one of several possible financing instruments. Economic analyses conclude that this sudden increase in development assistance is not beyond
the absorptive capacity of recipient countries (Mavrotas 2003). Almost
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40 countries and numerous development agencies and NGOs support
the proposal, which has been less warmly received by donor nations
(Lister, Ingram & Prowle 2004). The concerns include the following.
• It depends on additional pledges of increased aid by donors and,
at present, would not bind them to participation in future pledging rounds.
• Repayments by donor countries could compromise the objective
of meeting or sustaining aid levels at 0.7% of GNI after 2015.
• A governance structure would have to be developed that did not
simply follow the preferences of individual donors/lenders for
disbursement of aid.
• It could add another layer of administrative complexity to an
already crowded field, especially when an increase in funding
available as grants through the World Bank could achieve a similar outcome (Rogerson, Hewitt & Waldenberg 2004). If this
option were followed, however, Bank grants and lending would
have to come with fewer or no conditionalities apart from financial accountability.
• Perhaps most importantly, the IFF as now proposed incorporates
strongly market-oriented conditionalities, such as “sequenced
opening up of markets to global trade” and “improving the environment to encourage private sector-led growth” (HM Treasury
& DFID 2003).
• The health implications of such requirements are contested, and
have proved to be highly destructive in the past. The claim that
in the last 40 years those developing countries that have been
more open, and traded more in the world economy, have seen
faster growth rates than those that have remained closed is disputed by many development economists, notably with respect to
its confusion of correlation with causation.
These concerns do not negate the potential usefulness of the IFF,
but they must be addressed if the proposal is to be meaningful as a contribution to improving global health equity. It is also important to put
both its rationale and its equity impacts into context. A 2004 IFF media
update says donors are committed to reaching the aid target of 0.7%,
an overstatement in the case of the USA, which has never agreed to this
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target, “but a number have fiscal constraints that will not allow them to
increase aid levels in the short to medium term”. This essentially
means that G7 governments are unwilling (or unable, because of the
anticipated electoral consequences of tax revolt) to raise revenues that
are trivial relative to the incomes of their citizens, even when the
Commission on Macroeconomics and Health says they could save at
least eight million lives a year by 2010. It should further be noted that
these “fiscal constraints” are invoked against a background of huge
increases in US military expenditures subsequent to the invasion of
Iraq; tax cuts favouring wealthy individuals and corporations, especially in the USA where the value of President Bush’s tax cuts for the
wealthiest 1 per cent of the population (average annual income just
under $1 million) over the period 2001-2010 will amount to $689 billion, in contrast to only $23 billion going to the lowest income quintile
(Citizens for Tax Justice 2002, 2003). Added to this is the failure of G8
countries to close tax havens which are estimated to cost the UK treasury many billions of pounds in annual tax revenue (Campbell 2004) and
the US treasury $10-20 billion a year in corporate taxes alone
(McIntyre & Nguyen 2004).
Finally, assuming a 5% bond interest rate, the IFF would disburse
$500 billion in additional aid until 2015, at a cost of $720 billion over
the repayment period (HM Treasury & DFID 2003). Since bond
investors tend to be the ultra-rich, the $220 billion in interest earnings
would most likely go to those individuals or corporate investors whose
lower tax rates and easier access to tax avoidance largely created the
“fiscal constraints” that the UK treasury and department for international development argue necessitate the creation of the IFF in the first
place.
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We cannot leave Chileshe’s story without discussing another of
globalization’s health-damaging effects: the “global conveyor belt” that
is seeing high-income countries, which once mined low-income nations
for their natural resources, now recruiting their human resources (Chen
et al 2004, Schrecker and Labonte 2004). Amongst the increasing flow
of ‘brain drain’ migrants are physicians and nurses. Canada, the UK
and the USA are the major beneficiary countries.19 Not only does this
deprive countries facing the world’s most severe health crises of needed human resources – sub-Saharan Africa, for example, is estimated to
need 1 million more health workers to meet its peoples’ health needs
(Chen et al. 2004) – it also represents an economic transfer (in the form
of training costs) from poor to rich. Across all low- and middle-income
countries, the annual subsidy to the health systems of the affluent
OECD countries amounts to over $500 million (Ndiaye 2003).
Solutions to this problem will not be easy. Probably the only viable
solution, despite the obvious political difficulties, is a multilateral convention on migration of health professionals that recognizes the losses
to poorer countries and compensates these in some fashion. One might
imagine a migration policy whereby, for every health professional
accepted by a high-income from a low-income country, a populationweighted number of unskilled migrants similarly seeking to immigrate
would also be accepted. Such an approach, according to the World
Bank’s David Dollar (2002:33), “would help [high-income countries]
with their own looming labour shortages, improve living standards in
sending countries, and reduce the growing illegal human trade [of
unskilled workers] with all of its abuses.”20

Of Trade and Tortillas
So far we have examined the dominant globalization › growth ›
wealth › health story, and found it wanting. One point we have made is
that the collapse of African economies and health systems is partly
explained by the fact that countries in the region opened their
economies to global competition without adequate ways to handle the
consequent social and economic dislocations, and in some cases facing
active hostility from international lending agencies to using the
resources and policy instruments they did have. The story of Antonia
45

Health for Some: Death, Disease and Disparity in a Globalizing Era

and her father brings the issue of global trade rules as potential health
threats into sharper focus.
Their story begins with land reforms in Mexico a century earlier
that created subsistence and smallholding production plots. These plots
were big enough to feed a family and earn some income by selling to
local markets, but did not provide (and were never intended to provide)
economies of scale like those of modern corporate farming practices.
In the run-up to the North American Free Trade Agreement (NAFTA),
the Mexican government ended its subsidies to “small-scale producers
of basic crops” including corn (Preibisch, Rivera Herrejon & Wiggins
2002), the key ingredient in tortillas, Mexico’s staple food. When
NAFTA opened the Mexico-US border, corn from the United States,
where large-scale agribusiness is massively and unapologetically subsidized, flooded the Mexican market.21 Currency crises and IMF conditional loans also played a role in the rapid decline of Mexico’s corn
prices. Following the financial crisis that led to the collapse of the peso
in 1995, the bailout organized by the Clinton administration included a
$1 billion export credit that obligated Mexico to purchase US corn.
Predictably, Mexican imports of US corn to Mexico rose by 120 percent
in just one year (Carlsen 2003:2-3).
Mexican corn production stagnated while prices declined
(Henriques & Patel 2004). Small farmers were hardest hit, becoming
much poorer than they were in the early 1990s (Condesa Consulting
Group 2004:2), despite subsequent efforts by the Mexican government
to re-introduce some of the subsidies they had originally removed
(Bridges 2002b). Some 700,000 agricultural jobs disappeared over the
same period. The lack of demand for farm labour depressed wages to
such an extent that, in 2001, a Mexican farm worker earned less, in real
terms, than half what she or he made twenty years earlier (Condesa
Consulting Group 2004:5). Unsurprisingly, Mexico’s rural poverty
rates rose to over 70 per cent; the minimum wage lost over 75 per cent
of its purchasing power; infant mortality rates for the poor increased;
and wage inequalities became the most severe of those in Latin America
(Lichfield 2000, Schwartz 2002). Between 1984, when Mexico’s 1982
debt crisis led to one of the first and most wrenching programs of
lender-driven economic adjustment, and 2000 the share of national
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income flowing to the poorest decile of the population fell from 1.7 per
cent to 1.5 per cent, while the share of the richest decile increased from
32.8 per cent to 38.7 per cent (Schwarz 2002:155). Adding insult to
injury, as corn prices fell, the price of commercially marketed tortillas
rose by almost 300 per cent – because just two companies produce 97
per cent of all the corn-products in Mexico (Henriques & Patel 2004).
Apparently to ensure a cheap corn supply for these two companies, the
Mexican government chose not to avail itself of NAFTA approved tariff quotas and extended phase-in periods that would have severely limited the quantity of US corn crossing the border; or to collect permissible tariffs on US corn imports that cost its public treasury over $2 billion in foregone revenues since 1994 (Henriques & Patel 2004).
Conventional economic theories, and conventional economists,
have little sympathy for producers like Miguel, dismissing them as
“inefficient incumbents facing increased foreign competition”
(Rugman & Verbeke 2003:96). Miguel and his family, on this account,
should move to the city and join an expanding pool of dispossessed,
low-cost labour, or else reinvent themselves as agricultural exporters.
We have already seen the downside of the first option. As for the
second, even if some agricultural producers manage to make the transition to successful exporting, the implications of organizing an economy
around such transitions are not altogether benign. Post-NAFTA,
Mexico did expand its exports of fruits and legumes to the USA
(Condesa Consulting Group 2004). Agricultural production also rose,
despite the huge drop in prices and farm worker employment that, ironically, indicated some improvement in efficiency and productivity
(Carlsen 2003, Condesa Consulting Group 2004). But these relatively
small gains came with a potentially high cost: an increase in Mexico’s
‘food dependence,’ as its food imports began to grow rapidly (Condesa
Consulting Group 2004). This pattern follows classical economic theory that holds that, as a country’s food exports rise on commodities
where it has comparative advantage, the income it generates allows it to
import the food it can no longer grow and where it may not be competitive. Unfortunately, this is not always how things work out in practice.
According to a report by the Interhemispheric Resource Centre: “While
President Fox and his cabinet boast of six billion pesos in agro-export
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earnings, farmers point out that that money went into the pockets of
fewer than 7 percent of Mexico’s farmers” (Carlsen 2003:5). If most of
these revenues were re-directed into purchasing Mexican produced
goods or invested in Mexican enterprise, thus providing more income
and jobs for workers and enabling them to afford food imports, the classical theory would hold. But it is highly unlikely this is the case.
Nor is Mexico’s experience unique. As food exports from lowincome countries rise, food security often declines (FAO 1996, Karl
1997), especially for the poor. Thus, many low-income countries are
pressing for a ‘food security’ exception to trade liberalization requirements under the WTO’s Agreement on Agriculture – a criterion agreed
to in principle by WTO members. However, details must still be negotiated and subjected to the political arm-twisting of trade talks (Bridges
2004b). A development strategy organized around agricultural exports
can also add to environmental stress, as subsistence farming moves to
marginal and ecologically sensitive land to make way for export crops
in the fertile areas. Irrigation demands and toxic fertilizer/pesticide
run-offs can compromise access to potable water, especially in waterscarce regions in Africa (UNEP 1999, Worldwatch Institute 2001).
There are gendered impacts, too, as the decline in domestic food availability increases women’s labour time in household food production
(Tibaijuka 1994) even as export earnings accrue primarily to (relatively few) men who dominate the agricultural export sector in most lowand middle-income countries (Woodward 1996).
These dilemmas are intractable, but not insoluble. And capturing
the economic gains of agricultural export earnings can lead to widely
shared improvements in health. But the outcome depends on how equitably benefits are allocated amongst all citizens. This condition, in turn,
requires taxation, regulatory and management capacities that exceed
those in all low- and most middle-income countries. Globalization may
actually reduce the extent to which national and sub-national governments can develop such capacities, if its winners can form a politically
decisive coalition (which need represent only a minority of the population) in support of regressive taxation, low levels of public social provision, highly selective regulation and strong support for property
rights.
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Miguel’s situation illustrates the precarious future of small agricultural producers worldwide exposed to competition from larger countries
with fatter wallets to subsidize their own agroindustries. It is atypical in
two respects: first, it results in the first instance from measures by the
Mexican government (starting in the mid-1980s) to accelerate the country’s integration into the global economy; second, the relevant trade
rules are part of a regional rather than a global trade agreement. While
NAFTA still gets a lot of attention in the Americas, more attention
worldwide has been paid to the impacts of the agreements administered
by the World Trade Organization (WTO).

Globalization, Health and the World Trade Organization
The WTO was formed in 1995 at the conclusion of the Uruguay
Round of talks on the General Agreement on Tariffs and Trade (GATT).
Unlike most multilateral agreements, the 29 administered by WTO provide for a dispute settlement procedure (under the auspices of WTO)
backed up by enforcement provisions in the form of fines or monetized
trade concessions. Any of the 147 member countries (as of September,
2004) can launch a complaint against other members they think are failing to live up to their WTO commitments. Key principles underpinning
all WTO agreements are national treatment (foreign goods, investment
or services are treated the same as domestic ones), most favoured nation
(whatever special preferences are given to one trading partner must be
given to all WTO member nations) and least trade restrictive practices
(whatever environmental or social regulations a country adopts domestically must be those that least impede trade).
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BOX 12 Special and Differential Treatment
“Uniform rules for unequal partners can only produce unequal outcomes” WCSDG 2004:85).
Special and differential treatment (SDT) has been a feature of the
world trading system since the beginning of the GATT, and holds more
potential than agreement-specific exceptions for “levelling the playing
field” between rich and poor member nations. The differing size, economic power, wealth, development level and interests of WTO membernations demands agreement on how these divergences will be managed
if a multilateral trading system is to have political and functional legitimacy (South Centre 1999). SDT also bears indirectly but powerfully
on health if it enables poverty-reducing economic growth.
With the birth of the WTO, SDT suffered a “massive dilution” (Das
2000:8). Under the earlier GATT, SDT meant a lower degree of obligation by low- and middle-income countries, a principle referred as
‘nonreciprocity,’ meaning that such countries did not have to implement
trade agreements in the same way as did high-income nations. Under
the WTO, it now simply means a longer time frame to fulfill all obligations of most agreements. Moreover, many SDT provisions in the new
WTO agreements are written in “best endeavour” language that “calls
on,” but does not require, members to take the development needs of
poorer countries into account (Jawara & Kwa 2003:12,47). Intense
lobbying by poorer African and Asian nations led to inclusion in the
Doha Ministerial Declaration (WTO 2001a) of a commitment to review
“all Special and Differential provisions…with a view to strengthening
them and making them more precise, effective and operational” (¶44,
emphasis added). WTO members, however, disagree over what
“strengthening” means. Low- and middle-income countries want to
modify many agreements to make them more supportive of health and
development objectives, partly by granting them more policy flexibility
(Keck & Low 2004). Most high-income countries oppose this (Bridges
2002a). And even though the Doha ministerial mandated members to
identify “best endeavour” SDT measures and “to consider the legal and
practical implications … of converting them into mandatory provisions” (WTO Doha Decision on Implementation-Related Decision and
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Concerns ¶12(i), 2001), no progress was made by the July 2002 deadline, and little progress since (Keck & Low 2004, Bridges 2004b).
The politics of SDT are complex. Should exemptions be permitted
by graduated time (as is presently the case); by defining eligibility
(Brazil, Mexico and India are quite different from Bolivia, Nicaragua
and Bangladesh); by country-specific economic thresholds (such as
$1,000/per capita, below which WTO members are presently allowed to
provide export subsidies on manufactured goods); or by developmentneed (argued on a case by case basis) (Keck & Low 2004)? Each
option is flawed. Time alone does not determine need. Agreeing on an
eligibility definition flies in the face of developing world solidarity.
Aggregate economic thresholds hide important non-economic development needs affected by trade agreements, such as gender rights, environmental protections and food security. And who would adjudicate the
individual case-arguments?
At base, the WTO struggle over SDT is between poorer countries
and analysts who frame SDT in the language of political and human
rights, a stance more in keeping with public health history and practice;
and high-income countries and analysts who view politicization as
unhelpful, and to be avoided through provision-specific criteria tied to
neoliberal economic theories.
Several WTO agreements have specific bearing on the pathways
linking globalization and health, and deserve further discussion.
The Agreement on Sanitary and Phytosanitary Measures (SPS)
requires that a country’s food and drug safety regulations be based on a
scientific risk assessment, even if the regulations do not differentiate
between domestic and imported products (Drache et al. 2002). Canada,
the USA and Brazil initiated a WTO dispute to force the EU to accept
imports of hormone-treated beef. The EU does not allow the use of
these hormones on its cattle. There is also evidence that these hormones may cause cancer in animals. The WTO dispute panel concluded that the EU failed to conduct a proper scientific risk assessment
proving that hormones were a human health risk. The WTO dispute
panel rejected as inadequate the scientific arguments presented to them
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by the EU, including evidence of possible, though not definitive, human
carcinogenicity provided by the International Agency for Research on
Cancer (Charnovitz 2001, Sullivan & Shainblum 2001).
The EU still does not allow hormone-treated beef into its countries,
and is paying millions of dollars each year to the complaining countries
(the United States and Canada) in compensating trade sanctions. The
European Commission in November 2004 filed its own complaint
against the continuing trade sanctions, arguing that its growth hormone
legislation is now based on a full scientific risk assessment and so no
longer violates the SPS agreement (Bridges 2004c). At the same time,
however, the SPS can be used in ways that arguably discriminate unfairly against developing countries. The European Union has imposed a
substantially tougher standard for aflatoxin in dried fruits and nuts than
any other nation, resulting in an anticipated loss of $670 million per
year in agricultural export revenues for African countries (Otsuki,
Wilson & Sewadeh 2001). If global health equity is to be an outcome,
some reasonable compromise needs to be struck between a country’s
sovereign right to the highest level of precautionary health protection
and the financial inability of low-income countries to abide by extremely stringent regulations.
The Technical Barriers to Trade Agreement (TBT) requires that all
domestic regulations be “least trade restrictive,” treat “like products”
the same and be higher than international standards only if they can be
justified on specific health grounds. Canada used this agreement to
argue that France’s ban on the use of asbestos products was discriminatory since asbestos was “like” the glass fibre insulation France allowed.
Canada lost this case – the only instance in which WTO mechanisms
have favoured health over trade – because of the enormous amount of
scientific evidence for the cancer-causing properties of asbestos (WTO
2000).22 Such conclusive evidence is rarely available. Both the TBT
and the SPS instantiate ‘trade-creep’: a process in which trade rules
limit how national governments can regulate their domestic health and
environment affairs even if they treat products from other countries no
differently than their own – that is, even if they honour the principle of
‘national treatment’ (Drache et al. 2002).

52

Health for Some: Death, Disease and Disparity in a Globalizing Era

The Agreement on Trade-Related Investment Measures (TRIMS)
prevents countries from attaching performance requirements (such as
minimum levels of local content) to approvals of foreign investment.
Such requirements have proved useful in the development of a viable
domestic economy, partly by ensuring health-promoting employment
and income adequacy for marginalized groups or regions. Their
removal benefits investors from high-income countries much more than
it does people living within low- and middle-income nations
(Greenfield 2001).
Similarly the Agreement on Government Procurement (AGP)
requires governments to take into account only “commercial considerations” when making purchasing decisions, precluding preferences
based on environment, human or labour rights. Although this is a voluntary agreement that few low- or middle-income countries have
signed, high-income countries are intent on making it mandatory and
binding on all WTO members as part of their agenda for the Doha
round of negotiations, begun in 2001.
BOX 13

NAFTA, the FTAA and the Right of Companies
to Sue Governments

The WTO is not the only free trade regime with implications for government regulatory capacity or provision of essential public services.
The North American Free Trade Area (NAFTA) and the proposed Free
Trade Area of the Americas (FTAA) also have potentially profound
health effects. NAFTA has a particularly problematic section, Chapter
11, which permits private foreign companies to deny democratically
elected governments the ability to regulate in the public health interests
of their citizens.
The following illustrations relate to Canada. The Canadian government let its legislation for plain packaging of tobacco products die after
representatives of Phillip Morris International and R.J. Reynolds
Tobacco International argued that it constituted an expropriation of
assets, violating NAFTA investment and intellectual property obligations. The Canadian government similarly repealed its ban of the gasoline additive MMT, a known neurotoxin, and paid $13 million in com53
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pensation after Ethyl Corporation argued, again on the strength of the
NAFTA investment Chapter 11, that the ban had the effect of expropriating its assets even if there was no “taking” in the classic understanding of expropriation. Both these NAFTA challenges achieved their goal
of overturning a public health measure, although neither went to a dispute panel. More recently, a US-based water company is using NAFTA
to sue the Canadian province of British Columbia for $10.5 billion due
to restrictions on bulk water exports legislated by the government. The
declared intent of Canadian federal and provincial governments to prohibit international trade in water (primarily to the US) may be in violation of NAFTA (Shrybman 1999); states bordering the Great Lakes are
currently drafting legislation to permit commercial diversion of water
from the basin despite Canada’s opposition, arguing that NAFTA gives
them the right to do so. Of course, Canadian companies have also used
Chapter 11 to challenge regulations in the US. Methanex Corporation,
a Canadian-based producer of the gasoline additive MTBE, a suspect
carcinogen, is suing for $970 million because California banned its use
in 1999. Of 39 such Chapter 11 suits filed to January 1, 2005, 6 have
been dismissed, 10 are under tribunal investigation, 15 are pending and
the rest have been withdrawn or settled ‘out of court’ (Sinclair 2005).
Total damages against Canada: $27 million; against Mexico: $18 million; against the USA: $0 (Sinclair 2005).
With respect to health care, NAFTA provides that governments can
expropriate foreign-owned investments only for a public purpose and if
they provide compensation. This opens the door to NAFTA claims that
measures to expand public health insurance in Canada (where prescription drugs, home care and dental care are currently privately
insured), or to restrict private for-profit provision of health care services, amount to expropriation and that compensation must be paid to US
or Mexican investors who are adversely affected.
From a health vantage point, NAFTA’s Chapter 11 should be
rescinded. Article 15 of the Chapter on Investment in the agreement on
the FTAA, which would similarly allow investor-state suits, should be
deleted. And no such provision should ever be adopted in the multilateral agreements administered by the WTO.
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TABLE 1: Health Impacts of Selected Trade Agreements
Agreement

Health Impacts from Loss of Domestic Regulatory Space

Agreement on Trade
Related Intellectual
Property Rights

Extends patent protection rights, limiting governments’
abilities to provide essential medicines at affordable
costs. Higher cost of drugs with extended patent protection drains money useful for primary health care. Case
example: Access to antiretroviral drugs.

Agreement on
Sanitary and
Phytosanitary
Measures

Requires scientific risk assessments even when foreign
goods are treated no differently than domestic goods (i.e.,
even when there is no discrimination between a domestic
and a foreign supplier of the good). Such assessments
are costly, and are imperfect in assessing the many potential health risks associated with environmental and manufactured products. Case example: The successful challenge to the European Union’s ban on the use of artificial
hormones in raising beef.

Technical Barriers
to Trade Agreement

Requires that any regulatory barrier to the free flow
of goods be ‘least trade restrictive as possible.’ Many
trade disputes over domestic health and safety regulations
have invoked this agreement. The only WTO dispute
where the health exception, allowing countries to abrogate from trade agreement rules for purposes of protecting human, animal and environmental health was in
favour of France’s ban on the import of Canadian
asbestos products. This occurred under appeal, and followed widespread negative reaction to the initial WTO
ruling in favour of Canada.

Agreement on Trade
Related Investment
Measures

Limits countries’ abilities to direct investment where it
would do most good for domestic economic development
and employment equity, both of which are important to
improving population health.

Agreement on
Government
Procurement

Limits governments’ abilities to give priority to domestic
firms bidding on its contracts, or to require purchases of
goods from local companies, both of which can promote
employment opportunities and regional equity, which in
turn have strong links to better population health. This is
currently an ‘optional’ agreement to which few developing countries have ‘signed on.’

Agreement on
Agriculture

Continuing export and producer subsidies by the US, EU,
Japan and Canada depress world prices and cost developing
countries hundreds of millions of dollars in lost revenue
which could be used to fund health, education and other
health-promoting services. Subsidized food imports from
wealthy countries undermine domestic growers’ livelihoods.
Market barriers to food products from developing countries
persist and deny poorer countries trade-related earnings.
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The Agreement on Agriculture was designed to increase global
trade in agricultural goods by reducing tariffs and phasing out export
subsidies (financial assistance for food exports) and production subsidies (financial assistance for farmers). During a ten-year moratorium
on trade challenges under this Agreement that only ended December
31, 2004, many high-income countries failed to reduce their tariffs on
agricultural products (World Bank/IMF 2002, Watkins 2002), and
retained both tariff peaks (a higher-than-average import tax) on raw
food imports and tariff escalations on finished food products (where
more money can be made), taxing them at 2 – 3 times the rate of raw
food imports (Watkins 2002). High-income countries also continued to
pay huge subsidies to their domestic agricultural producers. Failure to
reach an agreement on subsidy removal was the main reason for the collapse of the Cancún WTO ministerial talks in 2003. An August 2004
WTO ‘framework agreement’ to begin phasing out subsidies may remedy this impasse, but details are still subject to negotiation and the USA
has stated it will not begin to negotiate such reductions until after developing countries lower their agricultural tariffs (Bridges 2004a).
Incredibly, the August 2004 agreement allows the USA to retain a $180
billion increase in domestic farm subsidies announced in 2002, as long
as it can show that they do not affect current levels of agricultural production (Bridges 2004b).
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Figure 5: Rich world agricultural subsidies in perspective

Sources: Commission on Macroeconomics and Health (2001), United Nations
Development Programme (2003) and World Bank data.

The Agreement on Trade-Related Intellectual Property Rights
(TRIPS) is unlike other WTO agreements in that it does not ‘free’ trade,
but protects intellectual property rights, mostly (at the moment) held by
companies or individuals in rich countries. Health concerns about
TRIPS center on the role of extended patent protection on access to
anti-retrovirals or other essential drugs. This debate is now temporarily muted, after prolonged campaigns by many low-income country governments and civil society organizations resulted in the November,
2001 Declaration on TRIPS and Public Health (World Trade
Organization 2001a) and a subsequent interpretation by the WTO
General Council in August 2003 (’t Hoen 2002, Sell 2003:146-162,
WTO 2003). Despite resistance on the part of some high-income countries, especially the USA, the Declaration and its interpretation established that health concerns could justify both compulsory licensing
(enabling production of lower cost generic versions of patented drugs)
and production of generics for export to countries that lack domestic
production capacity (“parallel imports,” in WTO-speak). Nonetheless,
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the USA is now using bilateral trade agreements to create ‘TRIPS-plus’
clauses that undermine the Declaration, with the intent of ‘ratcheting
up’ such clauses into regional trade agreements (WCSDG 2004).
Concern also remains that developing countries will not be able to use
the August 2003 WTO interpretation of the Declaration because it
places so many restrictions and oversights on the use of compulsory
licensing that, in the words of a leader with the India Pharmaceutical
Association, “no generic manufacturer would be able or willing to comply with its provisions” (cited in Jawara, Kwa & Sharma 2004:xxxiii).
Meanwhile Canada, the first G7 country to change its domestic legislation to allow domestic firms to produce generic copies of patented
drugs for export to developing countries, was simultaneously lauded for
its leadership and criticized for the small number of drugs initially covered under the legislative amendments (Elliot 2004, Orbinski 2004).
Finally, the General Agreement on Trade in Services (GATS) is a
complex framework agreement introduced at the conclusion of the
Uruguay Round; national commitments under GATS continue to be
negotiated. GATS was pushed onto the GATT agenda by the highincome countries because of rapid growth in the economic value of
services in domestic commerce and global trade (Sinclair 2000). It was
conceived, and continues to be defended, primarily as a vehicle for the
expansion of business opportunities for multinational service corporations (Hilary 2001), almost all of which are based in high-income countries, and are constantly on the lookout for new opportunities. Service
businesses covered by GATS that have connections with health and
health determinants include health care itself, health insurance23, education, and water and sanitation services (Sanger 2001, Pollock & Price
2003, SEATINI & EQUINET 2004).
Some commentators argue that whether reducing barriers to trade
and investment in such services is good or bad for population health
depends on the domestic regulatory structures put in place (Adlung &
Carzaniga 2003). However, the World Health Organization’s 2000
World Health Report cautioned that “few countries (with either high or
low income) have developed adequate strategies to regulate the private
financing and provision of health services” and that “the harm caused
by market abuses is difficult to remedy after the fact” (WHO
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2000:125). The same caution should be applied to education, and especially to water and sanitation – an area in which many privatization
experiences of the last decade have generated intense political resistance because of their predictably negative effects on the poor and economically insecure (Loftus & McDonald 2001, McDonald 2002,
Shaffer, Brenner & Yamin 2002, Budds & McGranahan 2003).
GATS does not directly drive privatization, but functions as a trapdoor that locks in existing (and future) levels of private provision of
services. It may also indirectly create incentives for foreign investors
and their actual or prospective host country joint-venture partners to
lobby for privatization, because of the security it provides for investments in newly privatized services. The GATS exception for “a [government] service which is supplied neither on a commercial basis, nor
in competition with one or more service suppliers” (Article 1:3b) is
often cited as evidence that concern over privatization is misplaced.
This clause, however, may collapse under an eventual challenge, since
most countries allow some commercial or competitive provision of virtually all public services (Pollock & Price 2000, Sinclair 2000). There
is further concern that Mode 4 of GATS (which applies to the ‘temporary’ movement of service workers between countries) could exacerbate
the present ‘brain drain’ of health professionals to jurisdictions where
they can earn more money and enjoy better working conditions. It is
often argued in defence of Mode 4 that exporting countries will benefit
from the remittances such workers send home. But remittances represent private, not public, gains; they go to family members of the offshore worker and may accrue largely to affluent households, thus worsening income inequalities in the exporting country.
Finally, GATS commits all WTO members to a “progressively higher level of liberalization” in all service sectors (Article XIX). This provision, shared with several other WTO agreements, prevents countries
from withdrawing, without penalty, from market access commitments.
This means that such commitments will effectively lock in privatization, making it extremely costly for governments to reverse commitments to allow commercial provision – for instance, of health care or
health insurance.
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BOX 14 Globalization, Privatization and Health Care
When considering privatization in health care, a distinction should
be made between provision and financing. In almost all countries some
health care is publicly financed, but it may be delivered either publicly
(e.g. through hospitals that are part of the UK National Health Service)
or privately (e.g. by doctors who bill Canadian provincial health insurance plans for the services they provide, but are not government
employees). Privatization of both financing and delivery is increasing
worldwide, particularly in Latin America, and often with the prodding
of the World Bank and IMF. Regardless of the type of intervention, most
World Bank and Inter-American Development Bank initiatives “have
favoured the private financing and provision of health care over the former public financing and provision that predominated in most Latin
American countries” (Armada, Mutaner & Navarro 2001).
There are evocative examples of how such privatization creates
inequalities in access. Between 1974 and 1989 total private health care
expenditures in Chile rose substantially while public health care expenditures declined (Collins & Lear 1995). Many poor people were left
with under-funded, low quality public health care. Although public
health expenditures have been increasing since the return of democratic regimes in 1990, growth in private health care expenditures in Chile
still outstrips that for public health care (Leon 2002), and foreign companies now provide 60% of Chile’s health insurance (Wasserman &
Cornejo 2002). In Brazil, private health care provides 120,000 doctors
and 370,000 hospital beds to the richest 25% of the population, while
the public system has just 70,000 doctors and 565,000 hospital beds for
the remaining 75% (Zarrilli 2002a).
A recent study of the effects of structural adjustment programmes in
eight low and middle-income countries (Haddad & Mohindra 2001)
found that even if the poor are still disadvantaged, inequalities in
access have been reduced in countries such as Colombia, Thailand and
to some extent Mexico who have been more proactive in trying to
improve access to the poor. The picture is different in the four African
countries studied, Burkina Faso, Uganda, Kenya and Zimbabwe. More
specifically:
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• Classical “hard” liberal adjustments have been clearly harmful
in countries such as Kenya and Zimbabwe, and the poor paid the
price.
• Cost recovery is invariably a barrier for the poor, even in countries where revenues of cost recovery have been reinjected into
the system (such as Burkina Faso or Uganda). Cost recovery is
a regressive policy, and also apparently not a very efficient
mechanism to raise revenues.
• Few studied countries have really privatized their health systems
but, as part of health sector reform, most have removed regulations limiting the development of the private market. As a result,
they have experienced a strong (and often anarchic) growth of
the private sector. In several places and especially in urban contexts, the private sector is now dominant in terms of health care
utilization, a process facilitated by the general and often dramatic deterioration of the quality of care in the public sector.
• Public facilities do not work well and are unpopular almost
everywhere. They offer poor quality services; personnel are often
unmotivated and rude. By contrast, although private sector services are not necessarily of high quality, they are usually much
more appreciated by the public than those supplied by government institutions (Slim Haddad, Université de Montréal, personal communication, December 2004)
Another effect of these trends is a decline in political support for
universal public programmes from higher-income earners, in favour of
private health care and insurance. In some countries this is actively
supported by tax incentives to higher-income earners to purchase private health care coverage or education. Yet private provision of health
care (and of education and other essential public goods) is less efficient, often less effective and always more inequitable than public, riskpooling programmes. And health care is not like other commercial
services. Public systems for its provision, or at least for its financing,
arose precisely because private systems proved inadequate and
inequitable.
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BOX 15 Water Privatization and the GATS
Water and sanitation services historically were largely provided by
the public sector. Only in the past two decades has a large, oligopolistic private sector in these services arisen, primarily the result of macroeconomic policies of “privatisation and de-regulation aimed at encouraging private participation in water and waste management projects”
(Bisset et al. 2003:5). Many of these policies arose as part of
IMF/World Bank loan conditions. A review of IMF loan agreements
across 40 countries during 2000 found that privatization or full-cost
recovery was a condition of 12 of them (cited in Hilary 2001). A third
(N = 84) of World Bank water supply loans during the 1990s require
some form of privatization, and the pace of such requirements is
increasing. Fifty- eight per cent of short-term structural adjustment
loans between 1996 and 1999 had privatization as a condition; over 80
per cent of all Bank-funded water projects in 2002 did the same (Centre
for Public Integrity 2003). This has particularly been the case in Latin
America, where the bulk of private participation in water services in
low- and middle-income countries is located.
Water privatization programs in the capital of Mauritania led to
water costs consuming over one-fifth of total average household budgets for low-income families (World Bank findings cited in Hilary 2001);
and to thousands of households being cut off of privatized water delivery systems in South Africa, leading to a deadly outbreak of cholera
(Bond 2003). Latin American water privatization schemes have been
tried, and failed, in Puerto Rico (1995-1999), Trinidad (1994-1998),
Argentina (1995-1998) and several other countries. In each case, rates
skyrocketed, service was sporadic or inefficient, huge deficits were created and, in most instances, the contracts were not renewed or the
providers simply walked away (Shaffer, Brenner & Yamin 2002). There
is considerable concern that the GATS agreement could be used to open
up private trade in and increased privatization of water. If this were to
occur, the reversal of the hugely unpopular water privatization scheme
in Cochabamba, Bolivia, following popular riots, could not have been
undertaken without massive compensation paid to foreign water supply
companies. Forty countries have committed to liberalize environmental services under GATS, including 26 low- and middle-income coun62
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tries (WTO Services Database Online). Such liberalization could lead
to increased privatization in the provision of water.
Public water provision is not always a guarantee of access or fairness in financing. In many developing countries, more affluent neighbourhoods enjoy water access through the public piped system, while
those residing in poorer slums often purchase bottled water from informal suppliers at unit prices 10- or 20-times higher (Bisset et al.
2003:26). Tariff hikes for those already connected to piped water and
debit cards for the poor are frequently advised as strategies, in the first
instance to fund extensions of piped water to poor communities
(McIntosh 2003) and, in the second, to allow the presumably less
expensive piped water (compared to bottled or local well water) to be
purchased when families can afford it (Sullivan 2003). This may
increase availability for poorer families or slums. But unless progressive forms of taxation to fund water infrastructure accompany these
strategies, which allow for extensive cross-subsidization from rich to
poor, the equity, access and fair financing health systems and right to
health principles will not be met, nor will any of those associated with
public health.
Let us return to Miguel’s daughter, Antonia. Her asthma is unlikely to be treated, because Mexico’s “fragmented health care sector”
(Schwartz 2002:165), despite recent improvements, still leaves half of
its population without access to health insurance (Barraza-Llorens et al.
2002). Her asthma may also result from exposure to air pollution from
manufacturing operations in the neighbouring maquiladora, or to
exhaust emissions from trucks taking its products north to the USA.
Even with the recent loss of more than 300 manufacturing plants to
China (Anon 2003), northern Mexico remains home to over 3,000 manufacturing plants producing goods ranging from furniture and car parts
to electronic components and textiles. As costs for pollution control
and health and safety standards rose in the USA, and with the establishment of the NAFTA, many of the more hazardous and polluting links in
the industrial production chain moved to the maquiladoras (Frey 2003)
– reflecting the market-driven rationality that underpins neoliberal economics. A review of research on the environmental and occupational
hazards associated with the maquiladoras documents increased ground
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water and air pollution and the often-illegal discharge of highly toxic
chemicals (Frey 2003). Despite a higher than average income level
(Schwartz 2002), northern Mexico has higher than average rates of
infant and age-adjusted mortality, and increased rates of mortality and
morbidity for infectious disease partly due to the rapid expansion of
colonias (poorly planned and serviced housing estates) for the maquila
workers (Frey 2003).
BOX 16 Underpolluted Regions and Indifference to Life
Lawrence Summers is president of Harvard University. Previously
he was chief economist at the World Bank, then Undersecretary and
(briefly) Secretary of the Treasury under US President Clinton. When
he was at the World Bank, the media obtained a memo in which he
defended, on cost-benefit grounds, the case for dumping toxic waste in
countries where wages (and therefore the cost of illness) were lowest,
and people most likely to die of something else first. The text of the
memorandum (reproduced in Anton, Fisk & Holmstrom eds. 2000), the
authenticity of which has never been questioned, follows:
DATE:
TO:
FR:
Subject:

December 12, 1991
Distribution
Lawrence H. Summers
GEP

“Dirty” Industries: Just between you and me, shouldn’t the
World Bank be encouraging MORE migration of the dirty industries to the LDCs? I can think of three reasons:
1) The measurement of the costs of health impairing pollution
depends on the foregone earnings from increased morbidity and
mortality. From this point of view a given amount of health
impairing pollution should be done in the country with the lowest cost, which will be the country with the lowest wages. I think
the economic logic behind dumping a load of toxic waste in the
lowest wage country is impeccable and we should face up to that.
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2) The costs of pollution are likely to be non-linear as the initial
increments of pollution probably have very low cost. I’ve always
thought that under-populated countries in Africa are vastly
UNDER-polluted, their air quality is probably vastly inefficiently low compared to Los Angeles or Mexico City. Only the lamentable facts that so much pollution is generated by non-tradable
industries (transport, electrical generation) and that the unit
transport costs of solid waste are so high prevent world welfare
enhancing trade in air pollution and waste.
3) The demand for a clean environment for aesthetic and health
reasons is likely to have very high income elasticity. The concern
over an agent that causes a one in a million change in the odds
of prostate cancer is obviously going to be much higher in a
country where people survive to get prostate cancer than in a
country where under 5 mortality is is 200 per thousand. Also,
much of the concern over industrial atmosphere discharge is
about visibility impairing particulates. These discharges may
have very little direct health impact. Clearly trade in goods that
embody aesthetic pollution concerns could be welfare enhancing. While production is mobile the consumption of pretty air is
a non-tradable.
The problem with the arguments against all of these proposals
for more pollution in LDCs (intrinsic rights to certain goods,
moral reasons, social concerns, lack of adequate markets, etc.)
could be turned around and used more or less effectively against
every Bank proposal for liberalization.
The final paragraph, often omitted when the document is reproduced, conclusively establishes a link with the broader market-driven
economic logic of World Bank economic proposals. For the Bank (or at
least for Summers), the protection from deadly environmental hazards
you deserve is the protection you can pay for, and only that.
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A final danger for Antonia involves the possibility that she might
be tricked or kidnapped into the sex trade. Some 50,000 people annually are sexually trafficked into the USA by pimps and criminal gangs,
a third of them from Latin America, and “[s]ex businesses are the
largest sector of employment for women who have lost jobs as a result
of globalization” (Ugarte, Zarate & Farley 2003:162). It is important
not to exaggerate or sensationalize the sex trade, but it must be recognized as a real element of globalization and a growing problem worldwide (Hughes 2000, Richard 2000).

Globalization Comes Home to Roost
Our last vignette reminds us that globalization destroys lives even
in high-income countries whose leaders have been among its most
ardent proponents. Their simple aggregate wealth means that, other
things being equal, high-income countries are better able to cope with
the “shocks” of global market integration. At the same time, globalization is leading to a blurring of boundaries – evident, for example, in the
spread to the US of such stereotypically “Third World” forms of work
organization: as piecework automobile parts assembly by home-based
workers (Gringeri 1994) and dangerous working conditions in meat
packing plants that would not have been out of place a century ago
(Human Rights Watch 2004). Walter Russell Mead (1992) warned that
trade liberalization could result in a neo-Victorian world order in which
“the First and Third worlds will not so much disappear as mingle.
There will be more people in Mexico and India who live like Americans
of the upper-middle class; on the other hand, there will be more – many
more – people in the United States who live like the slum dwellers of
Mexico City and Calcutta” (Mead 1992). This has not yet happened,
but early warning signs in the USA and elsewhere – like Tom’s precarious work situation24 – are unmistakable. Several elements contribute
to this trend.
Trade liberalization accelerates the loss of work and income for less
qualified workers25 in high-income (high-wage) countries, as those
jobs shift to lower-wage nations (Dollar 2002). Simultaneously, the
ability of corporate managers to relocate production (or to opt for a
lower-cost supplier of outsourced activities) erodes the bargaining
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power of workers and their ability to negotiate better wages or protect
their existing income and working conditions. Notably, full-time work
in the industrialized countries has tended to be replaced by part-time,
contract and temporary employment in the interests of lower costs and
labour market ‘flexibility’. The Wall Street Journal notes that: “Just as
Japan perfected the just-in-time inventory system,” which reduces costs
by ensuring that parts arrive at the point of production literally minutes
before being needed, “America is well on its way to perfecting the justin-time work force, notwithstanding the grim toll it takes on labour.
The harsh truth is that it is a major productivity plus” (Wysockij 1995).
These trends are most conspicuous in the USA, where labour markets are less regulated than anywhere else in the industrialized world. A
review of recent changes in US income distribution concluded that “not
only did workers on the bottom of the skill distribution fare poorly in
terms of losing ground on wages, they also have less safe working conditions, found themselves working less regular shifts, had fewer benefits such as pensions and health care, and lower job security and job satisfaction” (Fligstein & Shin 2003).26 Elsewhere, Germany is facing a
policy dilemma as high technology firms threaten to move to lowerwage countries also blessed with a well-educated workforce, such as
Hungary — leading German workers to accept longer working hours,
lower pay and fewer benefits (Elliott 2004a). The spread of insecure or
precarious work is not confined to “rust belt” manufacturing industries.
The USA, for example, has experienced a loss of over 400,000 hightech jobs since 2001, as firms outsource work to lower-wage countries
that have improved the education levels of their workforces (Srivastava
& Theodore 2004).
The rising number of personal bankruptcies in the United States is
one of the consequences of the productivity gains from the “just-in-time
workforce,” and an especially disturbing indicator of the spread of
work-related insecurity. There were 1.5 million filings in 2002
(Century Foundation 2004) and these numbers cannot tell us “how
much more of the middle class is near the fragile edge of economic failure” (Sullivan, Warren & Westbrook 2000:74). In the most detailed
study of household bankruptcies in the USA, 67.5 percent of respondents identified job-related reasons for filing (Sullivan, Warren and
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Westbrook 2004:16). On the other hand, incomes and entitlements are
growing for those at the top of the economic pyramid (Wade 2002,
Smeeding 2002), most notably in the United States but also in a number of other countries (WCSDG 2004:40-43), as illustrated by the
growing gap between the pay of corporate CEOs and workers. In 1982
the ratio of average CEO salaries to average workers’ pay in Business
Week’s top 365 corporations was 42/1. In 2003 it was 7 times greater,
at 301/1 (Anderson et al. 2004).27 “If the [US] minimum wage had
increased as quickly as CEO pay has since 1990, it would today be
$15.76 per hour, rather than the current $5.15 per hour” (Anderson et
al. 2004:2).
At the low end of the income distribution, opportunities to contract
out production or relocate it to low-wage jurisdiction have created
worldwide wage competition. At the top end, managers and people
with ‘human capital’ that can improve productivity and profitability can
increasingly market themselves across national borders, which radically increases their bargaining power for much the same reason the bargaining power of workers is being eroded: “[Y]our real competitive
position in the world economy is coming to depend on the function you
perform in it” (Reich 1992:208, emphasis added). In addition, a “winner-take-all” effect (Frank & Cook 1995), makes it rational for employers to reward marginally better performance with much higher compensation. Few boards of directors can explain to their shareholders that
they decided to pay a bit less for a second-best CEO or corporate law
firm. Finally, the World Commission on the Social Dimensions of
Globalization (2004:42) pointed to an increase in the share of national
income going to capital as a contributor to rising inequality.
Meanwhile, social or ‘welfare state’ spending – at least since World
War II, the mechanism by which industrialized societies have provided
safety nets to guard against economic insecurity – has declined in highincome countries as a percentage of GDP over the 1980s and 1990s.
Only four countries bucked this trend (Greece, Japan, Portugal and
Turkey), and they were starting from a very low base. While the decline
was slight in some countries (e.g. Switzerland, Iceland, Germany) it was
dramatic in others: a drop of 28 percent in Ireland, 1986-1998; 21 percent in The Netherlands, 1983-98; and 19 percent in Canada, 199268
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1999).28 Some of the biggest spending declines occurred in areas most
important to health: health care, cash transfers to (generally lowincome) families, supports to unemployed workers and programs to
increase labour market opportunities (OECD 2004a).
The decline in social spending partly results from revenue constraints created by tax competition among jurisdictions (Avi-Yonah
2000, Labonte et al. 2004:32-35). MNE managements can relocate
both production and profits to jurisdictions where tax treatment is more
favourable (see e.g. Weisman 2004) and wealthy households can similarly relocate their assets, and sometimes themselves. This decline can
also be attributed to the much-neglected effect of globalization on the
declining political power of organized labour — “the traditional counterweight to the power of business” (WCSDG 2004:77) and historically the base of progressive social movements and social democratic
political parties. A large industrial working class still produces products for markets in North America and Western Europe. But unlike the
situation during the first three postwar decades, globalization means
that very large numbers of its members no longer live in these markets.
Instead they live and vote (or can’t vote) in Mexico, Malaysia,
Indonesia, or China.
These points must be kept in mind when considering Smeeding’s
conclusion that “[e]ven in a globalised world, the overall distribution of
income in a country remains very much a consequence of the domestic
political, institutional and economic choices made by those individual
countries” (Smeeding 2002:201). Certainly, there are marked differences among the G-20 countries29: the most unequal distributions of
income are found in Mexico, Russia, the USA, the UK and New
Zealand, while the most equal are in Sweden, Finland, Norway,
Denmark, Netherlands and Luxembourg. Canada, Taiwan and Central
European countries fall somewhere in the middle. Smeeding attributes
these differences to the stronger wage-setting institutions in the more
egalitarian countries, a result of higher rates of unionization and a cause
of better minimum wage standards, stronger collective bargaining
rights and more progressive forms of income redistribution and statesupported welfare. Others (e.g. Esping-Anderson 1990, Coburn 2004)
organize high-income countries into three different categories: the
69

Health for Some: Death, Disease and Disparity in a Globalizing Era

social democratic nations (such as the Scandinavian countries), in
which labour institutions and social policies remain strong; the corporatist states (such as Germany and France), in which social insurance
remains relatively generous and there is a strong emphasis on supporting families to provide essential welfare; and the liberal welfare state
(primarily the Anglo countries of the UK, the USA, Australia and New
Zealand), in which means-testing and market-based systems predominate. Not only income inequalities, but also disparities in key health
indicators such as infant mortality, increase along the continuum from
social democratic to liberal welfare states. In 1996, infant mortality
rates (IMR) in the poorest neighbourhoods in Canada, a country closer
to the corporatist than the liberal welfare states, were lower than the
average rate for all neighbourhoods in the USA; but IMRs in Canada’s
richest neighbourhoods were higher than the average rate for all of
Sweden (Coburn 2004).
What do these trends have to do with Tom, and with human health
more generally?
A reasonably secure job that provides an adequate income is one of
the axiomatic determinants of health. Not only does decent work provide individuals and families with the income to purchase the necessities for health; it is often where people form the friendships and social
networks that independently and powerfully influence their health. It is
a plus, of course, if the work is relatively healthy or safe – a desideratum that includes not only protection from accident hazards and chemical and biological pollutants, but also a work regime that does not
exacerbate stress by combining high demands with low control over the
pace and conditions of work (Karasek & Theorell 1990).
These conditions are now only a faint hope for millions of workers
like Tom. “[F]ormerly well-paid, unionized…employees have been
forced to seek employment in the expanding service sector, where fulltime jobs are scarce, few employees have benefits or earn living wages,
hours are irregular, and many employees hold down multiple jobs in an
effort to survive” (Polanyi, Tompa & Foley 2004:70-71). One in five
Canadian workers was employed part-time in 2003, one in four of them
involuntarily – that is, s/he claimed to be looking for full-time work
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(Statistics Canada 2004). Counting temporary, self-employed and multiple (part-time) jobholders, like Tom, the number of Canadians in
“non-standard” and more precarious employment rises to one in three
(Polanyi, Tompa & Foley 2004).
Even as labour income is stagnant or declining for many workers
their hours, workloads and work speed are rising rapidly, not only in
Canada but also in almost all OECD countries. Workplace stress, workrelated mental health problems and physical illness are rising in parallel, as is the number of workers experiencing difficulty in managing
both work and family life (Duxbury & Higgins 2003, Higgins, Duxbury
& Johnson 2004). In aging societies where social provision is being cut
back, as in North America, increasing numbers of working people like
Tom will have to meet the competing demands of work and elder care
as well. The multiple dimensions of work-related insecurity are important sources of stress: workers are not only unsure about their present
employment and income and about prospects for the future, but also
about the shrinking safety net of unemployment and welfare transfers
(Quinlan, Mayhew & Bohle 2001, ILO 2004b, Polanyi, Tompa & Foley
2004). Canada’s contribution to labour market flexibility has been a
massive 60% decline in spending on supports for unemployed workers,
as a percentage of GDP, between 1991 and 1999 (OECD 2004a).
Cutbacks in the national unemployment insurance system were a major
factor in the Canadian government’s ability to balance its budget after
years of running deficits, but they made it much harder for Tom, and
others like him, to collect benefits after they lose a job and to survive
on them – reducing the percentage of unemployed workers eligible for
benefits to levels not seen since the original legislation of the 1940s
(Rice & Prince 2000).
It is not a great leap from what the data tell us about the physical
and mental health risks of part-time, insecure and precarious employment to Tom’s accident. In Canada the risks are increased by the postNAFTA integration of North American labour markets. Above and
beyond the ‘offshoring’ of jobs, Canada has increasing difficulty in setting social and labour market policies independently of the US.
Especially in central Canada, where Tom’s accident occurred and where
manufacturing industry is tightly linked to suppliers and customers in
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the US, the price tag of independence – measured in job losses, capital
flight and foregone tax revenues – is high, and almost certainly rising.
Canadian trends and policy responses therefore bear watching as early
warning indicators of the challenges globalization will present for other
high income countries.
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Conclusion
The fundamental health challenges inherent in our contemporary
global political economy – equity and sustainability — have been central to the struggle for health within countries for the past century.
Addressing them requires some form of market-correcting system of
wealth redistribution between, as well as within, nations. As Birdsall
argues, globalization as we know it today is fundamentally asymmetric.
“In its benefits and its risks, it works less well for the currently poor
countries and for poor households within developing countries.
Because markets at the national level are asymmetric, modern capitalist economies have social contracts, progressive tax systems,
and laws and regulations to manage asymmetries and market failures. At the global level, there is no real equivalent to national governments to manage global markets, though they are bigger, deeper and if anything more asymmetric. They work better for the rich;
and their risks and failures hurt the poor more” (Birdsall 2002).
The national and global are linked. Globalization’s present form
limits the macroeconomic, development and health policy space within
rich and poor nations alike. Liberalized capital markets “sanction deviations from orthodoxy” (WCSDG 2004:58), that is, anything that limits the potential for profit, and have “added to the speed at which, and
the drama with which, financial markets bring retribution on governments whose policies are not ‘credible’” (Glyn 1995:55). Liberalized
trade still benefits high- more than low-income countries; and its rulesbased system is frequently ignored or undermined by countries such as
the US when the outcomes it generates are not in their own interests.
The long-running dispute with Canada about softwood lumber is a case
in point. Developing world debt is “perhaps the most efficient form of
neocolonialism” (Bullard 2004). And the wealthy world’s responses to
disease crises sweeping many parts of the low-income world, while
belatedly improving, are woefully inadequate and eclipsed by huge
expenditures on attempts to make the world safer for high-income citizens through increased militarization and decreased civil rights (OlokaOnyango & Udugama 2003).
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Birdsall concludes that the discussion of whether globalization and
openness is good or bad for the poor should move on to a discussion of
“the appropriate global social contract and appropriate global arrangements for minimising the asymmetric risks and costs of global market
failure”. If we set aside scepticism about the assumption that “a civilizing hand” can rein in the more predatory elements of global capitalism, what should the contents of such a global social contract look like?
In somewhat idealist tones, the World Commission on the Social
Dimensions of Globalization urged a “rights-based” approach to globalization, in which the eradication of poverty and the attainment of the
MDGs should be seen as the first steps towards a socioeconomic floor
for the global economy, requiring in part “a more democratic governance of globalization” (WCSDG 2004). Its recommended reforms to
move the global political economy in this direction resemble those that
have been proffered at least for the past 20 years, as follows.
• Increases in untied development assistance to the long-standing,
albeit non-binding UN target of 0.7% of rich countries’ gross
national income, along with efforts to mobilize additional
sources of funding.
• Accelerated and deepened debt cancellation or relief relative to
levels available under the enhanced HIPC initiative – although
the report does not specifically recommend debt cancellation for
countries not eligible under enhanced HIPC.
• Trade agreements that substantially reduce unfair barriers to market access, especially for goods in which developing countries
have a strong comparative advantage such as agricultural products.
• Stepped up actions to ensure core human and labour rights for
workers around the world, with particular emphasis on gender
inequalities.
• A multilateral framework to manage the international flow of
people, such as the ‘brain drain’ of education professionals from
poor to rich countries and its frequent corollary of ‘brain waste’
after they migrate.
• Stronger voting rights for low- and middle-income countries at
the World Bank and IMF.
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• Building on existing frameworks for international tax cooperation
as a vital element in strengthening the integrity of national tax
systems in all countries, increasing public resources for development and facilitating the fight against tax havens, money laundering and the financing of terrorism.
• Increased coherence in the global economic, financial and
health/human rights system, and heads of state to promote policies in international fora that focus on well-being and quality of
life.
In at least two areas – the relation of trade agreements to human
rights obligations and the internationalization of taxation and wealth
redistribution – a need exists for policy initiatives that go further than
the commission’s recommendations.
On the first point, the UN special rapporteurs on globalization and
human rights have said it is necessary “to move away from approaches
that are ad hoc and contingent” in ensuring that human rights, including the right to health, are not compromised by trade liberalization
(Oloka-Onyango & Udugama 2003). The initial report from the UN’s
special rapporteur on the right of everyone to the highest attainable
standard of physical and mental health (as specified in the International
Covenant on Economic, Social and Cultural Rights) outlined an expansive interpretation of the right, which explicitly included poverty-related issues (Hunt 2003). His subsequent examination of the WTO regime
led to the conclusion that “the form, pacing and sequencing of trade liberalization [must] be conducive to the progressive realization of the
right to health” and that “progressive realization of the right to health,
and the immediate obligations to which it is subject, place reasonable
conditions on the trade rules and policies that may be chosen” (Hunt
2004:¶24). High priority should be given to ensuring that both the content of trade agreements and the operations of the WTO (including its
dispute settlement mechanism, which was not considered in the 2004
report) and other trade policy institutions conform to this principle.
On the second point, recognition is growing of both the desirability and the difficulty of devising some mechanism of global income
transfers. Yunker (2004) uses a global econometric model (the World
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Economic Equalization Programme, or WEEP) to simulate the effects
over a 50-year period of a “global Marshall Plan” to raise economic
growth in the developing world using major increases in development
assistance financed by national treasuries. While he is candid about the
huge uncertainties inherent in such simulations, he concludes that if
such a programme were implemented, “the living standards of what are
the poorest countries of today would have improved sufficiently, by the
end of the period, to be comparable to those of the richest countries
today.” This result, inconceivable in a business-as-usual scenario, is relatively insensitive to variations in key assumptions. However, it would
require annual development assistance commitments by the rich countries on the order of 2-4% of GNI or GNP – far higher than the 0.7%
target, now reached by only a few countries (Figure 4). It is not clear
why Yunker regards the costs of such a capital transfer as within the
realm of political acceptability.
If such national commitments are unlikely, what international revenue-raising mechanisms might be considered? Taxing holdings in offshore accounts is one option. According to the IMF, about $8 trillion is
held in such accounts. Assuming a 5 percent return, taxed at 40 percent, this would raise $160 billion a year (UNRISD 2000:xi) – about the
estimated amount of extra financing needed to reach the Millennium
Development Goals (UN Millennium Project 2005). Numerous other
options have been proposed, notably by a group of experts convened by
France’s President Chirac (Groupe de travail 2004). These include taxes
on arms sales, shipping, international air travel or jet fuel, and carbon
emissions (Clunies-Ross 2004, Groupe de travail 2004). A currency
transaction tax of 0.25%, the so-called Tobin tax after the economist
who first proposed it, would generate over $170 billion annually,
according to one estimate, although other policy measures suggest that
revenues would be considerably less, and is technically feasible (Arestis
& Sawyer 1999, Clunies-Ross 2004). Other suggestions include a general tax on securities transactions and a surcharge on corporate income
taxes paid by large corporations; a much higher degree of multilateral
consensus exists on the need to curb evasion of existing taxes levied at
the national level (Groupe de travail 2004).

76

Health for Some: Death, Disease and Disparity in a Globalizing Era

Even more than others we have described, international taxation
confronts formidable political difficulties. Although some such taxes
could actually improve economic efficiency, for instance by reducing
the creation of negative externalities in the form of uncompensated
environmental damage (Groupe de travail 2004), they would represent
challenges to present global distributions of wealth and power.
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BOX 17 Global Corporate Social Responsibility
Attempts to create UN mandatory codes of conduct for multinational enterprises (MNEs) in the 1970s were abandoned in the 1980s, with
the rise of Reagan and Thatcher in the USA and the UK, respectively.
Recommendations for supranational environmental regulation of MNEs
drafted for the first World Summit on Sustainable Development (the Rio
Summit of 1992) were similarly dropped after pressure from corporations (Richter 2001). In place of compulsory codes came a crowd of
voluntary or self-regulatory initiatives, such as the Social
Accountability International auditing project of the USA, the Ethical
Trading Initiative in the UK, the OECD’s Guidelines on MNEs and,
most recently, the United Nations’ Global Compact. All of these
encourage MNE compliance with core social, labour and environmental standards embodied in different human rights covenants and
treaties, or UN declarations (Barrientos & Kabeer 2004, Murray
2004).
Proponents of voluntary codes claim that, in contrast to government regulations, they are cheaper, allow for corporate innovation and
are more flexible in adapting to dynamic labour and social conditions
in diverse countries (Murray 2004). Ironically, these proponents are
often the same ones arguing the necessity of an enforceable rules-based
global trading system. The growth in religious group and NGO monitoring of MNEs, and subsequent media publicity, is also claimed to be
a form of global check on the limitations of corporate self-regulation
and self-disclosure. Sceptics contend that voluntary codes contain few,
if any, enforcement measures, lack clarity or specificity, omit such key
rights as free association or the right to strike, rely upon ongoing civil
society scrutiny, do not ensure corporate transparency and so far have
no shown no evidence of working (Richter 2001, Murray 2004). Indeed,
a study of workplace democracy in the USA concluded that companies
voluntarily adopting progressive labour policies stood to lose ground to
those that did not, particularly as production became more globalized
(Levine 1995). Its conclusion: Only a regulatory requirement creating
a ‘level playing field’ for all competitors would sustain efforts to create
healthier, more democratic workplaces. Similarly, an unofficial
Commission on Canadian Democracy and Corporate Accountability
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concluded in 2002 that “voluntary CSR [corporate social responsibility], at its best, supplements legal regulation by aiming for standards
higher than those existing in law. It is not a replacement…” (Canadian
Democracy and Corporate Accountability Commission 2002:13, our
emphasis).
A key, and unresolved, question is that of the political viability of
regulation that substantially increases costs while national and subnational jurisdictions compete for hypermobile investment capital; and
when most consumers seem more concerned with quality and price
rather than with the conditions under which the goods and services they
buy are produced and delivered. An intuitively attractive solution is the
development of multilaterally agreed upon standards for corporate conduct. Although a detailed assessment of the prospects for such standards is far outside the scope of this chapter, the example of efforts to
control bribery and other forms of corruption involving public officials
(see Box 8) demonstrates both their potential effectiveness and their
reliance on political commitment and forensic creativity at the national
(and sometimes sub-national) level.
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Afterword
At a few points in this book, we have made reference to the G8
countries. This book itself has its origins in an earlier project that produced
a ‘report card’ on the health implications of commitments made at the
1999-2001 G8 Summit meetings (Labonte et al. 2004, Labonte and
Schrecker 2004). Our presumption was (and is) that these countries,
accounting for roughly half the world’s economic activity and with just
under half the votes in the decision-making of the World Bank and the
International Monetary Fund, bear special responsibility for the international community’s success or failure in meeting such objectives as
the Millennium Development Goals (Box 10), most of which are either
directly or indirectly related to health. As Figure 4 shows, at least if
ODA is an appropriate measure of commitment, the G7 (the G8 countries
minus Russia, which is now in no position to provide development
assistance) have actually lagged behind some other countries in this
respect. Our work, in fact, demonstrated a pattern in which commitments
were either (a) only partly fulfilled, or (b) fulfilled, yet demonstrably
not commensurate with the scale of unmet needs.
The book goes to press in the months leading up to the 2005
Summit in the United Kingdom. Among the G8, France and the UK
have taken the lead in a number of areas (HM Treasury & DFID 2003,
Groupe de travail 2004), and the wide publicity given to the conclusions
of the UN Millennium Project (2005) has given rise to cautious optimism about the prospects for a meaningful response to the challenge
presented by the MDGs. Critical action items include the triad of
increased aid, debt cancellation and fairer trade (Labonte, Schrecker, in
press), as well as such urgent issues as increased investment in research
on diseases of the poor (Global Forum for Health Research 2004). On
the other hand, the arguments we have made here suggest that meeting
the challenge may require not just incremental increases to existing
commitments, but fundamental challenges to the priorities and values
that guide political and economic decision-making on an international
scale. History suggests that such changes demand radical (and not
always non-violent) forms of political mobilization and action.
Although history has not yet encountered such a demand on a global
scale, it is worth recalling that the political difficulties of abolishing
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slavery and implementing maximum hours of work were also once
thought to be insurmountable.
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Endnotes
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1

Reported in Kahn & Yardley (2004)

2

For a more cautious and nuanced evaluation of the Ugandan experience, which emphasizes the overall constraints created by poverty, see O’Manique (2004: 135-268)

3

Mercantilism refers to 18th century European capitalism in which
the state regulated the sale and purchase of goods to maximize
national economic growth by favouring producers within its own
borders (and its own colonies).

4

The lead British negotiator at the post-World War Two Bretton
Woods conference that created the IMF and World Bank, John
Maynard Keynes, initially proposed a global bank, the
‘International Clearing Union,’ which would fix exchange rates
between nations and, through an intricate scheme of incentives and
penalties, pressure countries to avoid a trade deficit or trade surplus, both of which are destabilizing and liable to worsen global
economic inequalities. His proposition, though supported by
Europe, Latin America and the Commonwealth, was rejected by the
USA (Monbiot 2003).

5

All amounts in this Chapter are in US$.

6

FDI experienced a continuous rise over the 1990s, much of it going
into mergers and acquisitions, rather than into ‘green field’ investment — that is, the building of new establishments (UNCTAD
2004a). This led to a sharp decline in 2001-2003, as multinational
enterprises were forced to sell off some of their assets to pay for
their precipitous buying spree. FDI also brings with it costs to
developing countries to reduce the risk of currency inflation if too
much investment is received too rapidly. Many developing countries
have further liberalized their economies and altered their domestic
policies, for instance by extending ‘tax holidays,’ to attract FDI
(UNCTAD, 2004a). In summary, even FDI, in contrast to portfolio
or speculative investment, is not an automatic route to ‘healthy’ economic growth; and contrary to much conventional rhetoric about its
value to ‘jump start’ growth in poorer countries, FDI tends to follow
growth rather than to lead it (Labonte et al. 2004:30-31).
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7

http://www.un.org/Overview/rights.html

8

Even if they win a WTO dispute, low-income countries are unlikely to use trade-sanctions to ‘punish’ the offending high-income
country. The USA, for example, recently lost a WTO case concerning Internet gambling to the small Caribbean nation of Antigua
and Barbuda. The USA will appeal the decision, potentially adding
years to its eventual resolution, and has indicated that, even if the
appeal loses, it will retain its policy on Internet gambling since
there are no effective remedies the small island nations can implement (Bridges 2004d).
We leave aside a more detailed critique of how WTO negotiations,
while nominally democratic, are biased structurally in favour of
high-income countries through, as examples, high-income countries’ much larger negotiating teams, control over special ‘green
room’ meetings or pre-ministerial gatherings to help shape and
manage the ministerial negotiations, the pro-liberalization (rather
than neutral) stance of the WTO’s 550 staff, 80 per cent of whom
come from high-income countries (see Jawara & Kwa 2003). Even
Dollar, a liberalization proponent, argues that the dispute settlement
structure of the WTO is inherently unbalanced with all of the
advantage going to high-income countries with their asymmetrically large economies (Dollar 2002), which has led some WTO
reformers to urge the use of GNI-weighted fines rather than trade
sanctions as penalties.
We also leave aside discussion of similarities and differences
between the WTO and the European Union (EU), another supranational organization with even more extensive constraints on national governments. The EU, however, is a political union that incorporates elected legislative representation (in the European Parliament)
as well as multiple executive-level structures of consultation and
coordination, and (in the case of the Schengen countries) largely
unrestricted migration across national borders. At the same time,
EU policies are still potentially subordinated to the provisions of
WTO agreements.

9

The G8 (Group of 8) countries are Canada, France, Germany, Italy,
Japan, Russia the USA and the UK, with special membership sta83
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tus given to the European Union. Russia was only accepted as a full
member of what was previously the G7 in 2003, and does not yet
participate in meetings of the G7 finance ministers.
10 The figure often cited is an average 9 percent annual growth in

GDP/per capita over the 1990s, based on official government data.
Others argue that this is an inflated figure and the truer rate of
annual growth is between 5 – 6 percent (Wade 2002:48).
11 Deaton (2004b), amongst others, shows a relatively weak relation-

ship between economic growth, poverty reduction and changes in
life expectancy in poorer countries over the last half-century. He
shows that the transfer (‘globalization’) of health knowledge and
technologies such as vaccines, antibiotics, sanitation, oral rehydration therapy and infectious disease vector controls likely played the
major part in shrinking the health gap between the world’s rich and
poor. However, he also acknowledges that some degree of growth
and poverty reduction is essential to sustain these improvements
into the future and that, while some countries were able to improve
childhood mortality “even in the absence of economic growth …
gains in income were undoubtedly important for improving nutrition, and for funding for better water and sanitation schemes”
(p.29). Moreover, the ‘gradient effect’ found in high-income countries, in which health status by almost any measure worsens as one
goes down the hierarchy of income or social class, and is worst for
the poorest, underscores the public health pre-eminence given to
poverty – whether defined in absolute or relative terms – as one of
the most fundamental determinants of health.
12 Earlier findings, primarily from the USA, found that states with

higher income inequalities had poorer overall health status (i.e.
higher standardized mortality rates). These findings have since
been challenged on methodological and empirical grounds, as
income data sets on a larger number of countries have become
available. Much of the income inequality effects on health in the
USA disappear when other inequality stratifiers, such as race and
education, are controlled for. Coburn (2004:43), in an important
commentary on this debate, points out “income inequality may be
correlated with health but…probably reflects or is a proxy for a
variety of social conditions, operating through individual and col84

Health for Some: Death, Disease and Disparity in a Globalizing Era

lective, material and psycho-social pathways, rather than…being a
single main cause of poorer health.” As one example of a social
condition: Access to publicly funded universal health care is generally not counted as income in health inequalities research. A
study of one Canadian province, however, found that when a monetary value was assigned to the benefits of health services provided by our tax-funded universal health care system, the effect was to
reduce the post-tax/transfer income difference between the richest
and poorest population deciles by a substantial 20 per cent
(Mustard et al. 1998).
13 Dollar (2002:25), however, also acknowledges that this supposed

equalizing trend will nonetheless crest around 2015, after which
global income inequalities will again rise rapidly.
14 Income inequalities existed before contemporary globalization.

Brazil’s inequalities, for example, are a legacy of colonialism, but
they worsened considerably from 1960 through the mid 1990s
before beginning a slow reversal due to policies aimed at improving the labour income of the poorest quintile (Clements 1997). Nor
can, or should, the geography of globalization’s contemporary winners and losers be ignored. Low- and middle-income countries that
have gained most from global market integration are ones with easier access to trading routes, mostly ocean shipping. Landlocked
countries, or regions within individual nations, have done less well,
particularly when, as with most countries in sub-Saharan Africa,
they also lack a good domestic transportation infrastructure
because imperial powers had little reason to make the necessary
investments.
15 Maquiladoras, the Mexican term for EPZs, for example, account

for 50 per cent of that country’s exports (Schwartz 2002).
16 Second-hand clothing is officially subject to a 25 percent import

duty applied to all clothing entering Zambia. But because the
clothing has no stated value in the country from which it comes, no
duty is charged on it (Mtonga & Chikoti 2002). Zambia was also
unable to export its clothing, since many other African countries
had also opened their markets to second-hand products; while new
clothing imports were generally manufactured with cotton that was
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heavily subsidized by high-income country producers, particularly
in the USA.
17 Former Zambian president Kenneth Kaunda stated that for many

years his country refused to borrow from the IMF. But when world
copper prices plummeted just as world oil prices soared, “We had
no choice. I approached the IMF and the World Bank and said:
Look, we are in this precarious situation. Can we borrow? Their
reply was, well, we think that copper prices will soon rise again, so
please feel free to borrow” (quoted in Jeter 2002). Copper prices,
however, continued to plunge, and Zambia’s debt began to grow.
18 Debt cancellation costs are routinely included as part of a donor

country’s ODA budget. Thus, the $825 million that African countries owe to Export Development Canada (an export credit agency)
and the Canadian Wheat Board (a marketing agency that guarantees
minimum producer prices for wheat exports) will, as these debts are
cancelled over the next few years, be reckoned as almost 20 per
cent of Canada’s staged increase in development assistance for
African countries (Canadian Council for International Cooperation
Africa-Canada Forum 2002).
19 That is, the value of the debt (principal and interest) in today’s dol-

lars, after discounting for future inflation to reflect the fact that it
need only be repaid in the future.
20 The IMF, for example, requires Zambia to restrict its government

payroll bill to 8% of GDP. But to prevent professionals from leaving the country, and to retain desperately needed teachers and
health workers, wage packets and supports have caused the payroll
bill to climb to 9% of GDP. Zambia was suspended from debtrelief in 2004, and must pay $300 million in annual debt servicing
costs as a result. Moreover, to get back on debt-relief, Zambia must
privatize its remaining energy and communication sectors, and use
the proceeds of the sales – not for health or education – but to pay
down its debts. (See: “Life Under the IMF’s Magnifying Glass,”
Bretton Woods Update No. 39. March -April 2004.
http://www.brettonwoodsproject.org/update/39/index.shtml.)
21 As one example, all US food aid, and about 90 percent of Canadian

food aid, comes from American or Canadian producers. This helps
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food producers in these countries during counter-cyclical periods
(supply exceeding demand) but can severely damage the domestic
markets for food producers within aid-receiving countries. For this
reason most other donor countries provide food aid in the form of
grants, with which recipient countries can purchase what foods they
require (which may not always include wheat or corn!), as they
require it, and in ways that do not damage markets for their own
growers.
22 High-income countries also mine each other for skilled labour, cre-

ating a global hierarchy of recruitment. With respect to physicians,
some 8000 Canadian-trained doctors now practice in the USA; 25
per cent of practising physicians in Canada (mostly in rural areas)
are foreign-trained, many from South Africa; and almost 80 per
cent of rural South African physicians are from other countries,
notably Cuba and other SSA nations (Martineau et al. 2004).
23 Both Dollar (2002) and Wade (2002) point out that unskilled labour

is presently in oversupply in low-income countries. Not only would
increased migration of unskilled labour to high-income countries
raise the remittances of foreign currency to low-income nations; it
would also improve labour’s negotiating power in such countries,
slowly improving wages, health and living/working conditions.
24 In 2001, corn cost $3.41 a barrel to produce in the USA, but sold

on the world market for $2.28, the direct result of US government
subsidies to its corn producers (Carlsen 2003).
25 Article XX(b) of GATT permits exception to WTO rules “neces-

sary to protect human, animal or plant life or health.” Part of the
reason why only one case has so far been successful is that countries wishing to derogate from trade rules under this exception are
responsible for proving that the measure is not really protectionism
in disguise. Many health non-governmental organizations (NGOs)
argue that a reverse onus should apply, i.e., the complaining country should prove that the exception was not invoked to protect
human, animal or plant life or health.
26 Health insurance is covered in the GATS section dealing with

financial services, and so has sometimes been overlooked by trade
negotiators. Even Canada, which has stated that it will not make
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any commitments to liberalize health care under GATS, agreed in
1994 to liberalize trade in health insurance services. This means
that, should Canada extend its public health insurance monopoly
for physician and hospital services into areas in which there are currently private health insurance providers (e.g. for dental care, pharmaceuticals or home care), a trade challenge could result (Sanger
& Sinclair 2004).
27 For a very similar real world example (not a composite), see Witte

(2004).
28 We use “less qualified” in preference to the more familiar “low-

skilled,” because many professors and journalists in the industrialized world could not do the work (cf. Ehrenreich 2000).
29 For more detailed information on this pattern, see the State of

Working America reports produced by the Economic Policy
Institute (www.epinet.org), most recently Mishel, Bernstein and
Allegretto (2004).
30 Particularly disturbing is the fact that CEOs of firms that outsource

the largest number of jobs to low-wage offshore locations, and that
make the most aggressive use of foreign subsidiaries for tax avoidance, consistently get bigger raises that the average (Anderson et al.
2003, 2004).
31 Comparisons are for the year of highest social spending post-1980

to the most recent year of data. Source: OECD (2004a).
32 The G-20 is an informal forum of 20 industrial and some middle

income emerging-market countries created in 1999 to meet a perceived need for closer cooperation on key issues related to the international monetary and financial system.
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