University of the Philippines
Padre Faura, Manila

The Impact of Privatization
/ On Government Hospitals

A Thesis Submitted
In Partial Fulfillment of
the Course Requirements for
Development Studies 199.2

To
Prof. Roland Simbulan
Department of Social Sciences
College of Arts and Sciences

By
Caren Joy A. Eleosida
96-02214 /7~
BA Development Studies

March 2000



Department of Social Sciences
College of Arts and Sciences

APPROVAL PAGE

This thesis entitled “The Impact of Privatization On Government Hospitals™ was
submitted and approved as partial fulfillment of the requirements for Development

Studies 199.2.

Date:

U e d i s
Eledsida, Caren Joy A.

96-02214

Date: Date:

Prof. Roland Simbulan Prdf. SaBinchadilla
Adviser Dgpartment Head

Department of Social Sciences



W JUN 2000

ABSTRACT

This paper aims to probe deeper into the effects of
privatization on government hospitals especially on its indigent
patients and health workers.

This paper is divided into nine parts. The first part is the
introduction which shows the presentation of the statement of
objectives, review of related literature, research methodology as
well as the significance of the study. The second part discusses the
trends in the privatization of health services. Commercialization
and privatization is discussed in the third part. The privatization
background and rationale and the reasons for privatizing
government hospitals are discussed in Chapters 5 and 6. The
impact of privatization on government hospitals and its effects on
health workers and indigent patients is discussed in Chapter 7.
Chapter 8 shows the struggle against privatization. The final part
is the conclusion.

The researcher was able to conclude that the privatization
of government hospitals brings more death and disease instead of
what it promised to be as “health in the hands of the people.”
Privatization of government hospitals breed ill health and the
health workers and the patients — especially the poor and the
peasants — are always at the losing end.
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CHAPTER 1: INTRODUCTION

The era of globalization has spawned the commercialization of even the most
basic social services including health. The IMF-WB has come to rescue the economies in
crises and has imposed cost-cutting measures realized as cutbacks in government
subsidies for social services, which has resulted to very poor quality and inavailability of
these services. The government’s lack of budgetary allocation has allowed the private
business to take control over government corporation and assets, public utilities and the
provision of the most basic social services or the phenomenon more popularly known as

privatization.'

Privatization is an economic policy reform embraced by many countries to
achieve sustainable growth. It is appealing to governments of both developed and
developing nations because it is fiscal in nature and offers a quick solution to persistent
fiscal deficits brought about by the inability of revenues to grow as fast or faster than

expenditures.2

Countries plagued with debt and budgetary crises have given in to privatize in
order to raise revenues for the government even at the expense of its people. In dire
needs for revenues, these governments find solution to privatize various assets to reduce

government expenditures. Singapore Deputy Premier Lee Hsien-Loong had said: “With

! “privatization. Turning Government Over to Transnational,” 1BON Special Release, July 1997,p.1.
? Epictetus Patalinghug. Philippine Privatization: Experience, Issues and Lessons, UP Press,No. 13,
1996,p.2.




privatization, more competition, innovation, efficiency and service will flow to
consumers.” ® This further implies that privatizing will provide a more efficient economy
aided by better, cheaper services and more tax revenues. Also, it would make the
government earn more revenues instead of losing money. On the other hand, those
against privatization argued that it is not solving the country’s debt problem but may

further aggravate the crisis.

Privatizing government hospitals also means hiring contractual workers with
contracts ranging from 3 to 12 months. Labor development within the health sector is
fast deteriorating. Many government hospitals employ nurses as well as personnel
through labor-only contracting. The placement of warm bodies to a principal or business
contractor, where the contractor does not have sufficient capital and the deployed
workers perform jobs which are favorable to the business contractor is labor-only
contracting. Technically, the law does not allow labor- only-contracting but the practice

flourishes in the system.

Because many are desperate to find jobs, many have become victims of labor-
only contracting. A large chunk of jobs contracted are related to security services and
maintenance of janitorial jobs. There are various reasons why many are demanding
contractual workers. One, the strategy reduces their production cost and maximizes their
profits. Two, doing so gives them convenience and practicality for it saves them money

and time for advertising, training and screening of workers. For the contractual health

* Tim Healy. “Asia’s Long March to Free Markets,” Asiaweek, 24 November 1995,p.58.



workers, contractualization denies them of their security of their career path, marginalizes
them with their measly wages and most importantly, it threatens their right to unionize

which is their only weapon against the excesses of the administration.

Although the complete privatization of the four specialty hospitals is being
planned out, they are undergoing various forms of privatization. Many manifestations are
being felt by its indigent patients. Though it has not yet been wholly privatized, it has
already given way to contracting out some of the hospitals’ functions — including
administrative, collection, janitorial and security services — to the private sector.
According to the Alliance of Health Workers, the utility workers, drivers, clerks and
nursing attendants comprise the bulk of hospital staff and are often overworked but
underpaid. In order for government to raise revenues, services previously free are now
charged. Through the people’s payment for health services, health has become a

lucrative business and not a committed service to the people.

This thesis takes an encompassing look at the privatization thrust of the
government especially on its effects on health workers and its indigent patients. This also
aims to probe and criticize the privatization policy using the case of the Lung Center of
the Philippines and its health workers in finding out its intended objectives and effects.
The contractual health workers and the indigent patients will be the central focus of this

study since they will be the ones immediately affected.

4 “Checking Up On Hospitals.” IBON Facts and Figures. Vol.20, No.16, 31 August 1997,p.8.




Statement of Objectives

The general objective of the study is to probe deeper into the effects of
privatization on health workers and on indigent patients. In so doing, the following

specific objectives would function as guides in assessing the selected study:

1.  To provide a clear background on the privatization of hospital
services/functions such as administrative services which include
computerization, collection, janitorial and security services;

2. To know the various schemes of privatization in the health sector;

To determine the faces of exploitation experienced by health workers;

(7S]

4.  To determine the adverse effects of privatization on patients, especially the
poor;

5.  To understand the role of the government and the International Monetary
Fund-World Bank in the privatization drive; and

6. To evaluate the implications of privatization of hospital functions and

services and its effects to national development.

Significance of the Study

Marginalized Filipino families, who compose the majority of the country’s
population, depend on public hospitals for their health needs since they cannot afford
expensive private hospitals and clinics. The Lung Center of the Philippines is one of the

specialty hospitals which has greatly benefited the poor who have availed theinselves of



excellent medical care at minimal cost or at times, at no cost at all. With the hospitals
undergoing various forms and stages of privatization, its ailing health workers and its
indigent patients are the most badly hit. The practice of hiring contractual health workers
has been detrimental to the hospital staff. Poor patients are now expected to pay hospital
fees. This study will evaluate the government’s current thrust of privatizing government
hospitals. It would clear the issue of privatizing health services and hospital functions in
government hospitals. It would also provide knowledge about the real motives for

privatizing government hospitals.

This study will show the effects of commercialization of government hospitals,
so that hopefully, the government will review its policies, for them to make “health in the
hands of the people” a reality, to furnish the people with competent services and ponder

on the alternative ways.

Review of Related Literature

One of the objectives of the study is to dig deeper into the impacts of privatization

of the most basic social services including health.

In Antonio A. Tujan, Jr.’s Crisis and Privatization (Manila, Philippines: Institute
of Political Economy, September 1998), privatization has not been limited to the selling
of public assets through public bidding or direct sales. It has taken on a broader meaning,

i.e., it includes the commercialization of government services, transter of control of state



enterprises through various means including subcontracting and concessions of
government management contracts, lease agreements of equipment and assets and even
build-operate-transfer schemes. In the Philippines, privatization started “blandly” as a
means of reducing debt through debt-equity swaps and disposing the non-performing
assets. President Ramos was not only accountable for turning over the utilities and public
assets to private enterprise. He also began the enforcement of privatization of social
services like education, health, and housing among others. Partial privatization and
commercialization have thrived, as these services had to cope up with slashed budgets.
Little by little, hospitals are being sold in different ways. These include the four specialty
hospitals like the Philippine Children’s Medical Center, the Heart Center, the Lung
Center and the National Kidney and Transplant Institute as well as the Fabella Medical

Center and the San Lazaro Hospital which have catered to rich and poor patients alike.

The Philippines is a good model to show that the scope of privatization has not
been restricted to the sale of government assets. Private participation involves control
and profit of different aspects economic and social development, social services and even
some functions and responsibilities that are purely government. The outright sale of large
state monopolies in utilities, power and telecommunications involve the more famous
cases of privatization. Through this, TNCs are able to enlarge their business through
assured profits with their share of monopoly control of the utilities. With privatization, it
is ;che Filipino masses that bear the brunt through higher transportation, communication
and utilities cost. Retrenchment became the trend of this era of privatization. The

privatization of MWSS and NAPOCOR has left hundreds of thousands of workers



jobless. Taking over the basic social services, TNCs are assured of markets for their
products in supplies, equipment or facilities aside from giving them the increased chances

of reaping greater profits.

The debt and budgetary crises had laid the grounds for privatization. Countries
enmeshed in debt crisis have resorted to privatization in order to generate funds for debt
service. They find opportunity in commercializing and privatizing social services aside
from the austerity measures and massive lay-off of workers in order to cut back
government expenditures. The drive to privatize comes from the neo-liberal agenda that
believes in the market efficiency where it is said that by adhering to the tenets of

privatization, the bureaucracy can only become competent.

The Asset Privatization: The Philippine Experience (Philippines: Fiscal

Administrative Foundation, Inc. 1989) written by Leonor M. Briones, gave a background
on Philippine privatization. It was in the last days of the Marcos regime that the
introduction of the administration’s privatization policy was seen. But it was only during
the Aquino presidency when actual realization of the policy began. Its emphasis was
mainly on the government-owned and controlled corporation of the GOCCs. But its
policy on privatization of assets went beyond the disposition of the GOCCs. The focus
was shifted to the entire bureaucracy. Thus, the take over of private firms of government
services like health, education and housing. Also, privatization was adhered upon by
developing countries as a remedy to external pressures and plight not only to internal

pressures like large fiscal deficits and slow down of economic growth.



Patricia Ronald, in her The Context of Privatization and Neo-Liberal Policies,

(Philippines: Institute of Political Economy, September 1989) spelled out the forms of
privatization. One form is the contracting and competitive tendering of services.

According to her, these contracts are usually long-term ranging from 5-10 years to bring

about labor and service delivery with a guarantee of an arbitrary level of savings of 20%.
But studies proved it otherwise: savings are not realized as promised. Contracting bids
down employment conditions, which often results to less paid hours or work, temporary
and inadequately trained staff, which affects service quality. Furthermore, competitive
tendering has shown job losses and reduced working conditions. Privatization has also its
impacts on workers and unionization. De-unionization and breaking the power of the
public sector unions was an explicit aim of the British privatization program. Also with
privatization, there have been price rises and service quality failures. It has also its
effects on public accountability. Privatization by sale or contract take essential services

out of the realm of public accountability.

Interest in privatization efforts in the form of definitive studies have been lacking.

Epictetus Patalinghug in his Philippine Privatization: Experience, Issues & Lessons,

(Quezon City, Philippines: Center for Integrative and Development Studies, 1996)
assessed the impact of privatization, explored related issues, discussed the order of events
in Philippine efforts to privatization since 1986, the reasons for privatizing, its impact on
the government budget as well as the internal efficiency of privatized firms. According
to him, one of the lessons learned was that the push to privatize would have produced

more sound results if it were accompanied by reforms to make the industries more



competitive or if free entry of other industries were encouraged. He stated that a
privatization scheme that simply tries to maximize profit without changing the market
structure geared towards a more competitive and market-oriented environment would be
as satisfying. The appropriate institutional and regulatory structure is a necessary
accompaniment to a successful privatization policy. Privatization in the Philippine
experience has largely been an exercise in fulfilling the objective of revenue-generation
as a solution to the persistent fiscal deficit problem. But it is significant to note that
proceeds of privatization should not be handled by the government as fixed sources of

revenucs.

IBON Special Release entitled Privatization: Turning Government Over to the

Transnationals (Manila: IBON, July 1997) defined that privatization is not so much of

efficiency but it means the expansion of business for the transnational corporations and
the local elite, a component of the neo-liberal program of restructuring economies and
giving the upper hand to private monopoly enterprises in the name of free market. The
government’s lack of budget for the social services makes it inviting to private concerns.
It means commercializing the whole concept of social services in the name of efficiency
and funds maximization. The neo-liberals argued that with privatization increased
competition results in wider access and cheaper public service. Truth to tell, it is profit
rather than service that is the ultimate motive. Privatization has only added to increasing
joblessness, depresses wages amidst high costs of living and has marginalized access to
social services. Hiring contractual workers has become the norm for increased profits.

Costs of the social services have shot up and thus deprived the poor.
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Research Methodology

Theoretical Framework

Due to neo-liberal globalization, the imperialist crisis has further intensified.
Through the privatization of hospitals, which reveal signs of neglect, public hospitals will
now be funded by the private sector. Privatization is realized in the guise of correcting
government inefficiencies. In the country, privatization is now being underway to attain
service efficiency and to generate revenues for debt service. But privatization has its
impacts on the health workers as well as its poor patients. The historical materialist

framework will guide the presentation of the study.

Adam Smith, the main advocate of the classical theory of economics, argued that
the market must be left free to find its own natural levels of prices and wages and profits
and production; whatever interferes with the market does so only at the expense of the
true wealth of nations. His doctrine of laissez-faire meant that the least government 1s
certainly the best. Smith was against the meddling of government with the market
mechanism. He was against government laws which shelter industry from competition

and against government spending for unproductive ends.

On the other hand, Marx believed that under capitalism, the life of the working
men and women could only be one of the steadily increasing miseries. He conceived the
idea that the workers needed a fighting theory to unite them in their struggle for a better

life and for a better society. Under the capitalist system, two basic classes oppose each
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other: the owner of the means of production and the workers. With its development, the
class struggle takes an acute form. The introduction of machinery is profitable to the
individual capitalist because it enables him to produce more goods at a lower cost. The
outlay for machinery grows faster than the outlay for wages. Since only labor can
produce the surplus value from which profit is derived, this means that the capitalist’s
rate of profit tends to decline. Along with the declining rate of profit goes an increase in
unemployment. Crisis shake it at regular intervals, preludes to the general crisis that will
sweep it away. This instability is increased by the formation of a reserved army whose
pauperization keeps increasing. The exploitation of the workers by the owners will bring
into being the class that will encompass its overthrow. Workers are taught to organize, to
bargain collectively for their greater share of income and to build cooperatives devoted to
these ends. Everything that is used in producing goods should be owned by the

community- by the “people” — not by few individuals.

Conceptual Framework

It may be true that through privatization, hospitals will be funded sufficiently by
the private enterprises. And with enough resources, they may be able to hire more
hospital staff, acquire state-of-the-art equipment and render the services of the best
Filipino and foreign specialists. But we should not put aside that the health workers and
the poor clients would be the ones paying the cost of privatization. The “greed for profit”
rule maneuvers these private firms to incur maximum profits at the expense of the health

workers as well as its indigent patients. Health is indeed expensive but still it is every
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people’s right. The government should not abandon its responsibility and duty to its
citizens. It should protect the welfare of the health workers and make health services
accessible and affordable to the ordinary Filipino. The government should reconsider its
plans of wholly privatizing our government hospitals which deliver essential services

especially to the most deprived.

CONTRACTUALIZATION
- A kind of employment where workers are employed temporarily ranging from
3-12 months; with this kind of employment, their right to organize and
unionize is denied; workers are also denied of rights and privileges regular

employees enjoy; denied the right of security of tenure

HEALTH SERVICES
- can be classified into (a) preventive services for community groups at risk,
e.g., immunization for infants; (b) curative services for acute and chronic

illnesses; and (c) hospital services

HEALTH WORKERS
- not only professional health care providers like doctors, nurses, medical
technicians but also pertain to the hospital staff who take care of the daily
operations of the facility: utility workers, drivers, clerks, janitors, security and

maintenance workers
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HOSPITALS
- an institution whose function is to provide complete health care to the
populace; where the sick or injured are given medical or surgical attention;

“centers of wellness”

SPECIALTY/TERTIARY HOSPITAL
- atype of hospital with sophisticated diagnostic and therapeutic facilities for a

specified medical problem or illness

Research Design

Impacts of privatization are carefully analyzed through this study. Its impacts on
health workers and its clientele would be the focus of the study. With this, it attempts to
expose how the government’s push to privatize hospitals depresses the health workers as
well as its patrons. It assesses the implications of privatization and the contractualization

of services and its influence to national development.

In conducting this research, the methodologies which will be used are library
works and in-depth interviews with health workers, indigent patients and hospital
administrators from the specialty hospital. The researcher will also interview key persons

from Alliance of Health Workers and other similar agencies.
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The conclusion that will be drawn out from this research would be exclusively
limited and dependent on the materials available and in-depth interviews from the

affected sectors especially the health workers.
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CHAPTER 2: TRENDS IN THE PRIVATIZATION OF THE
HEALTH SECTOR

The country’s social services have traditionally been privatized and
commercialized as a result of government default. The lack of budgetary allocation for
socialized services has resulted in very poor quality and inavailablity of public education,
health, housing, welfare, community development and other social services. Budget for
health care as a percentage of GNP has averaged only 0.16% from 1990-1998. The
government’s budget for education, touted to be a substantial share of the budget pie,

receives only 10.9% while debt servicing gets 33.8%.

The Philippines health sector has long been in the process of commercialization.
The Philippines, compared to other Asian countries, ranks second (after Korea) in the

penetration of the private sector in hospital ownership.

The devolution or transfer of health services from the national government to the
local government in 1993 (as defined in the Local Government Code of 1991) was also a
salient part of reducing health spending. The national government has effectively passed
the bucket to the local government units (LGUs) who have neither the resources nor

finances to absorb all the devolved functions and personnel.

Devolution has only conformed to the cost-cutting measures and the revenue-

enhancement programs of the government. It paved the way for the eventual

5 “How Sick Are the Filipinos?,” Council for Health and Development Situationer, 27 July 1999.
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privatization of the government’s health services. Privatization does not only mean the
outright sale of hospitals but also revenue-enhancement programs wherein patients are
made to pay for services such as blood pressure taking, room and linen use, hospital food

and even immunization.

Republic Act 7160 or the Local government Code of 1991 opened doors and
windows to the private sector as far as government hospitals are concerned. The law
allows local government units (LGUs) to involve private corporations in the maintenance
and operation of local hospitals which were once run by the Department of Health. The
people who can pour out capital for the maintenance of these hospitals are less civic,

religious or cause-oriented groups. They are more likely to be from the business sector.

The Ramos regime mouthed NIC-hood for “growth and development.” It opened
the economy to globalization by attracting foreign investments, encouraging the entry of

foreign goods and pushing export production to ensure mega-profits to foreign investors.

Former President Fidel V. Ramos has this ambitious plan to make the Philippines
a medical center in East Asia, “known for high quality medical and health services
including traditional methods of healing.” The Ramos regime sees the country as East

Asia’s financial market, food basket, shopping paradise and Medical center.®

6 «“Checking Up On Hospitals.” [BON Facts and Figures, Vol.20, No. 16, 31 August 1997, p. 5.
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Part of his “Polevaulting into the 21* Century” strategy was to privatize the
specialty hospitals. Also, an Alternative Medical Research and Development Center, a

National Center for Disease Control and a Modern Medical Complex was to be put up.

Privatization was the focus of his projected reforms. A strategy for
empowerment hinged on private sector-led development, it relies on nongovernment
initiatives, i.e., people’s organizations, NGOs, cooperatives, the private business sector,
etc.” It considers reliance on market forces as ways of achieving efficiency and

competitiveness, maximizing limited resources and improving delivery of services.

Privatization refers to the transfer of functions rendered traditionally by the
government to the private sector. The financing, production and distribution of health

care would now come from the private firms.

Medical transnational corporations (TNCs) are currently eyeing the country for
possible business opportunities. The Hospital Corporation of America has invested in the
Canlubang Medical Center, the first private hospital to be operated by a foreign company.
The Malaysian Landmarks Berhad also engaged in a built-operate-transfer scheme with

the Medical City in Mandaluyong and the Lung Center of the Philippines.

The main targets of the privatization drive are the four government-owned and

controlled hospitals namely: The Lung Center of the Philippines, Philippine Children’s

"NEDA, Medium Term Philippine Development Plan 1993-1998.
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Medical Center, Philippine Heart Center and the National Kidney and Transplant
Institute. The Association of Philippine Physicians in America have inquired about the
selling terms of the Philippine Heart Center while the MCA Holdings and Management

Corporation, a Filipino company with Canadian links has shown interest in all four.

Government hospitals are being modernized through funding coming mostly from
big foreign investors. Higher fees are then charged to avail of these state-of-the-art
facilities. An Austrian company has invested at Dr. Jose Reyes Memorial Medical
Center and four banks with the Jose Fabella Memorial Hospital. The Philippine General
Modermization Act of 1997 promises to improve the situation by “streamlining” the
bureaucracy by returning fiscal and administrative autonomy to the PGH and providing a

nest egg of Php 1 billion.®

The Fabella Medical Center, a Philippine government-run maternity and
children’s hospital, is already undergoing various stages of privatization.  Fabella
provides free maternity and pediatric care and caters to families belonging to the lowest
income brackets. It is just one of the few hospitals specializing in maternal and pediatric
care for the economically disadvantaged. In the few cases that-the- hospital-charges-its-
patients, the highest will be depend on the income status of the patient - at least 10% of

the total fees collected in private hospitals are charged to users.’

8 «people’s Right to Health Care.” Philippine Daily Inquirer, 10 February 1998,p.10.
9 «privatization: Turning Government Over to Transnationals.”” IBON Special Release, July 1997,p.33.




The Tala Leprosarium is undergoing phase-out of leprosy services through
conversion to a tertiary general hospital to generate income. The same goes with the land
where the National Center for Mental Health stands. It is being sold to give way to a
commercial-industrial-residential-recreational facility while a much smaller hospital will
be built in the outskirts of Metro Manila. Patients in both hospitals are discharged

regardless of their illness.

Public hospitals did not escape the free market ideology prevalent today. The
price of medication and hospitalization has risen. ~ This is true not only in private

hospitals but in public hospitals as well.

Public hospitals are pushed by the government to embark in austerity programs. It
is raising revenues through people’s payment for health services through various means.
Hospitals such as the Philippine Orthopedic Center and The Tondo Medical Center,
which, in the past, provided free services to charity or indigent patients, now require
payment for all laboratory tests, supplies and medications incurred during hospitalization.
They are also reduced to issuing prescriptions to patients instead of free medicines. In
many hospitals, charity cases have to hand in cash “donations.” Laboratory/radiologic
examination fees have increased and hospital room rates have become unaffordable.
Increasing health expenses are being felt by indigent patients of PGH — the premier

government hospital. Since 1996, there has been a 60% increase of hospital lab fees.'®

19 yacqui Mercado. «“The Government Health care system: Unhealthy!” Medical Observer, October
1999,p.13.
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Commercialization is also synonymous to hiring contractual health workers with
contracts ranging from 3-12 months. Since July 1, 1996, PGH has hired 228 contractual
workers like nurses, pharmacists, medical technicians, physical therapists, x-ray
technicians, clerks and utility workers.!!  Labor-flexibility measures are being
implemented even in hospitals. These are in the form of contractualization and “on-the-
job” training of health workers in the hospitals. This is the government’s strategy to
reduce their costs and maximize their profits. With contractualization, no matter how
skilled, productive or proficient the health worker is, he or she stops working in the
hospital or enter into another contract, after the expiration of the contract. Other forms
such as right-sizing, down-sizing and early retirement programs are being implemented

by the hospitals to cut down their number of workers.

Health workers have no security to their career path under these schemes. These
are also instruments to effectively deprive health workers of their democratic rights.
These also ensure the decline in the quality of services. With the imposition of labor
flexibility measures, the health workers’ commitment to their work is jeopardized, since
job tenure is not secure.  These anti-worker policies also contribute to the

commodification of health services.

The government passed the National Health Insurance Policy (NHIP). NHIP is a
compulsory health insurance for every citizen, which he has to pay from his own pocket.

Without such, a patient may be denied of services at a hospital.

11 «The Primary Health Care: A Post-Mortem.” 1BON Facts and Figures, Vol.21, No. 19, 15 October
1998, p. 6.
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The government also encourages the entry of private and US-styled and owned
health maintenance organizations (HMOs). Premiums are voluntary and more expensive
that favor more commercialization and elite provision of health services to the few who
can afford it.'> When the government fails to provide people with basic services, they are

left with no choice but to look for private service firms like the HMOs.

Another form of privatization of the health sector is the collectivization of local
hospitals. The ownership and management of hospitals are given to cooperatives. Some

local hospitals in Davao have this already implemented.

The Estrada administration in fact, implements its official policy that promotes
“privatization of health services among hospitals, clinics, research centers and research
and documentation facilities.” > The policy enables big business to have a primary role
in the production and provision of economic goods and services. At the same time,
privatization diminishes the role of the government from being a main provider of health

care services to that of a mere health regulator.

Though government hospitals are not wholly sold, privatization of government

hospitals is, in fact, being realized insiduously and neatly through various modes.

In accordance with the RP-Austrian Agreement in Industrial Corporation in the

Health Sector signed on September 1997 and agreements reached during the 2™ meeting

12 «Health is Wealth: At Least for the HMOs.” IBON Facts and Figures, Vol 22, No.20, 31 Oct 1999,p.5.
13 «Erap’s To-Do List.” Today, 30 June 1998.
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of the RP-US Austria joint committee on September 26, 1998, a soft loan of ATS 800 M
(about 2.5 Billion Php) is being provided for the Philippine Lung Center Redevelopment

Project. ' The foreign capital is being used under the build-operate-transfer scheme.

Corporatization of government hospitals/medical centers is claimed to be a “key
strategy for reform... which allows hospitals to collect user-fees so they can reduce their
dependence on direct subsidies from the Department of Health.”'> The four specialty
hospitals and the general hospital East Avenue Medical Center will be integrated through
the National Center for Specialized Health Services. Integration will mean increased

fees for service under a standardized system and the displacement of health workers.

The corporatization policy continues to regional medical centers, devolved
hospitals in the province up to the district and municipal level. Corporatization will
encourage subcontracting of services like pharmacy and laboratory to business

entrepreneurs.

Another case is co-location. The provincial government of Cavite solicited
$6.394 M from the Korean Industrial Corporation Agency (KOICA) to build a new 100-
bed hospital in a one-hectare vacant lot within Andres Bonifacio Memorial Compound
located at Trece Martires City. Korean funds will be used to build a new and modemn

hospital without necessarily updating the adjacent old and antiquated government

14 «Egtrada administration fast-tracks anti-people health policies.” Pulso ng Bayan, Educational Series

No0.98-99, Jan-Sep 1999, p.18. ‘ .
IS «DOH set to privatize 5 government hospitals.” Philippine Star, 1 January 2000, p.16.



23

hospitals.'® Co-location means giving red carpet treatment to foreign investors who run

hospitals for profits while neglecting the already dilapidated government facilities.

In general, government hospitals have resorted to revenue enhancement programs
that include charging fees for laboratory and diagnostic procedures already at par or at
times higher than private hospitals, charging patients for supplies like cotton balls and

syringes, that used to be free and charging a fee for parking space.

Executive Order 102 (Redirecting Functions and Operations of the DOH) and
House Bill No. 5125 (Health Care Delivery Modernization Act) as proposed by Rep.

Emilio Macias II are believed to be anchored towards “devolution part two.”"

EO 102 is meant to restructure and reprogram the central DOH to suit its new
role. It reflects the changing function of the DOH, which was once the actual health care

provider and is now supposed to serve as the regulator, coordinator and policy maker.

Incorporated in he EO 102 is the Rationalization and Streamlining Plan (RSP)
which eventually leads to massive retrenchment of rank-and-file employees whose
positions are considered “inappropriate” in the reorganization of the DOH. It is
responsible for the lay-off of more than 70 per cent of 2900 DOH employees.13 It is in

line with the policy dictate of the IMF-WB to re-orient the bureaucracy towards

16 Op cit., p.18.
17 «Retooling the bureaucracy.” Medical Observer, October 1999, p.13.

18 «grarvation salaries, and benefits, job insecurity and mass lay-off for health workers.” Pulso Ng Bavan,
Educational series No. 98-99, Jan-Sep 1999, p.15.
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privatization and to implement austerity programs to ensure foreign debt servicing. In the
RP memorandum of intent for IMF loan Structural reforms Sec. 27 states that “ We will
endeavor to move forward the Government Re-engineering Program which was initiated
in 1994... “Reengineering the Bureaucracy” bill in order to obtain full authority to
restructure the executive branch of the government. We expect the reduction in staffing
will result from the meager or abolition of redundant agencies, the devolution of activities

and programs of local governments and the further privatization of public services...”"”

The Macias bill seeks to transform devolved hospitals into self-governing
components. Also featured in his bill is the private sector participation in managing

district health units, regional medical center and specialty hospital health boards.*

Whatever name is used — modernization or privatization — , whatever schemes are
implemented , the results are the same: commercialization of health services, big

business for investors, more poverty, hunger, disease and death for the Filipino people.

19 Memorandum of Economic and Financial Policies of the Philippine Government, March 11,1998.
20 Rep. Emilio Macias II. House Bill No. 5125.
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CHAPTER 3: COMMERCIALIZATION and
PRIVATIZATION

Privatization is a very big issue and a major government policy. It is not only
happening in the country but also in New Zealand, Canada and Malaysia. Airports in
Wellington and Oakland were privatized but protect actions from its citizens nearly put
the country in near constitutional crisis. Especially in New Zealand, their fire department
is already privatized. There is a strong opposition against the privatization of health

services.

In the Philippines, there are no hospitals sold outrightly, but the rallying point of
anti-privatization campaign is hinged on the budget issue and government’s buck passing
health services to the private sector. The common excuse for subsidy cuts is the huge

external debt of about $50 million.

With the government’s repeated claims of no budget, government hospitals are
placed in a “helpless situation” and there is falsely no recourse but to enter into contracts
with private businesses. Contractualization of labor and services follow. The World
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