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Ordered, That the Committee on Public Welfare is hereby authorized
to sit during the recess of the General Court for the purpose of making
an investigation and study of current House Document numbered 1089,
relative to hospital expenses in connection with the support of poor
persons. Said committee may expend for clerical and other assistance
and expenses such sums as may be appropriated therefor, and shall re-
port to the General Court the results of its investigation and study,
and its recommendations, if any, together with drafts of legislation
necessary to carry such recommendations into effect, by filing the
same with the Clerk of the House of Representatives on or before the
first Wednesday of December in the current year.
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ORDER OF AUTHORIZATION.



Sitting in Recess.

February 20, 1953.

To the Honorable Senate and House of Representatives.

Under the provisions of an order adopted by the House
on June 24, 1952, and the Senate on June 30, 1952, the
Committee on Public Welfare was authorized to sit dur-
ing the recess of the General Court for the purpose of
making an investigation relative to hospital expenses in
connection with the support of poor persons (House, No.
2328 of 1952).

Pursuant to the provisions of the order, the Committee
met on September 3, 1952. Senator Leslie B. Cutler of
Needham was elected chairman and Representative Irene
K. Thresher of Newton was elected secretary. Mr.
Theodore W. Fabisak of Wayland was appointed con-
sultant for the study.

On December 3, 1952, the Committee filed an order
requesting an extension of time for filing its report to
March 1, 1953. This order was adopted by the House
on January 14, 1953, and by the Senate on January 15,
1953.

The Committee held three public hearings and nine
executive meetings.

The primary problem before the Committee was to
arrive at an equitable basis of reimbursement to hospitals
by the Commonwealth for the care of welfare and public
assistance patients.

Cfte Commontoealtf) of

REPORT OF THE JOINT STANDING COMMITTEE
ON PUBLIC WELFARE.

Introduction.
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In order to arrive at a satisfactory solution from an
over-all point of view, the Committee felt it desirable to
hear evidence on the subject from other parts of the
country.

Instead of traveling to distant points, the Committee
invited outstanding experts in the field to discuss the
matter before the Committee in Boston.

The Committee was eager to secure the services of
Theodore W. Fabisak because of his knowledge in the
field of hospital costs, and the detailed system of uniform
accounting and cost analysis, which he has developed
with the co-operation of the Massachusetts Hospital
Association. His experience in this field was invaluable
to the Committee and his advice and patient guidance
extremely helpful. This study could never have been
undertaken without the assistance and untiring effort
given by Theodore W. Fabisak of the Massachusetts
Department of Public Health.

The Committee wishes to acknowledge with gratitude
the hard work and co-operation given to this study by
Representative Irene K. Thresher of Newton, who was
the secretary throughout the many meetings and long
hearings held by the Committee.

The first all-day conference, held on October 20, 1952,
at the State House, was attended by approximately three
hundred hospital trustees, administrators and other per-
sonnel. At this meeting the following persons addressed
the Committee:

Dr. Anthony J. J. Rourke, Past President of the Amer-
ican Hospital Association and Director of the Hospital
Council of Greater New York, spoke at length on “The
responsibility of hospitals and government agencies in
arriving at an equitable basis of reimbursement for the
care of welfare and public assistance patients.”

Dr. Albert W. Snoke, Director of the Grace-New Haven
Hospital, Chairman, Council on Professional Practice,
American Hospital Association, addressed the Committee

Committee Conferences.
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on “Hospital costs and the factors affecting the lack of
control of these costs.”

C. Rufus Rorem, Ph.D., C.P.A., Director of the Hos-
pital Council of Philadelphia, spoke to the Committee
on “Group action by hospitals in the Philadelphia area.”

During the afternoon session the Committee heard the
following as discussants:
Patrick A. Tompkins, Commissioner of the Massachusetts Department

of Public Welfare.
Rt. Rev. Msgr. A. C. Dalton, Diocesan Director, Catholic Hospitals.
Dr. Philip D. Bonnet, Administrator of the Massachusetts Memorial

Hospitals, and President of the Massachusetts Hospital Asso-
ciation.

A second all day conference was held at the State House
on November 25, 1952. The morning session was devoted
to testimony by various state departments and other
agencies purchasing hospital care. Those appearing be-
fore the Committee included the following:

Eugene H. Giroux, Chairman of the Department of Industrial Acci-
dents.

Dr. A. Daniel Rubenstein, Director of the Division of Hospitals, De-
partment of Public Health.

Milton G. McDonald, Actuary of the Division of Insurance, Depart-
ment of Banking and Insurance.

Dr. Charles G. Hayden, Executive Director of the Massachusetts
Medical Service.

George C. Melville, Assistant Executive Director of the Massachu-
setts Hospital Service, Inc.

Dr. Benjamin Huntington, John Hancock Mutual Life Insurance
Company.

During the afternoon session representatives of Massa-
chusetts hospitals spoke to the Committee on the follow-
ing subjects:
Theodore A. Austin, Superintendent of the Worcester City Hospital,

Worcester —-“The Extent of Losses to Massachusetts Hospitals
in the Care of Welfare Cases.”

Cyril N. Angell, Trustee, Glover Memorial Hospital, Needham
“Method of Determining Hospital Costs.”

Dr. Charles F. Wilinsky, Executive Director of the Beth Israel Hos
pital, Brookline “Hospital Costs —• Can they be Lowered?”
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Dr. T. Stewart Hamilton, Director of the Newton-Wellesley Hos-
pital, Newton “The Effect on Hospitals if Full Charges or
Costs whichever is the Lower were paid for Welfare Cases,
especially the Impact on Charges for Full-Pay Patients.”

Joshua A. Nickerson, Past President, Member of the Executive Com-
mittee of Board of Trustees, Cape Cod Hospital, Hyannis
“Moral and Ethical Principles involving Payments by Govern-
ment Agencies for Full Costs or Charges whichever is the
Lower on Public Welfare Cases.”

Dr. Philip D. Bonnet, Trustee and Administrator of the Massachu-
setts Memorial Hospitals “What Hospitals would like with
Respect to Payment on Welfare Patients The Immediate
Problem A Projection into the Future.”

Rt. Rev. Msgr. A. C. Dalton, Diocesan Director of Catholic Hospi-
tals “Summarizing the Case for the Hospitals.”

On February 4, 1953, the Committee heard Patrick A.
Tompkins, Commissioner of the Department of Public
Welfare, state his views regarding the entire problem of
equitable reimbursement by the Commonwealth for wel-
fare and public assistance patients.

Because of the complex nature of the problem being
studied, the Committee believes it desirable to quote
some of the facts brought out by several of the speakers.

Dr. Anthony J. J. Rourke, Past President of the Amer-
ican Hospital Association and Director of the Hospital
Council of Greater New York, said in part the following:

“I trust I will not be misunderstood when I make this
next statement because I mean it not in any derogatory
fashion at all. I feel that the question of health is some-
thing that should be guarded against any political usage.
I think it is so simple to turn to the care of sick people
in order to further other types of motives. Now when
we get the cost of the care as we find it today, you will
find that the per diem rates are higher than they were
ten or fifteen years ago, and frequently you hear the
statement made that inflation in the hospital field has
gone far higher than inflation in other endeavors.

Excerpts from Conferences.
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“Now, I would like to bring to your attention several
facts which had an effect on hospital care through the
nation. First of all you will remember that employees of
hospitals worked at standard salaries lower than in other
fields. During World War II this was corrected to some
extent due to the fact that we had high employment
figures and that jobs wr ere not scarce. It was necessary
for hospitals to improve this particular feature or they
would not have employees. Prior to the war, roughly
forty per cent was spent for hospital salaries. Today the
figure is 65 or 70 per cent.

“Next, the field of hospital care has changed greatly
in the past ten years. A day of hospital care is no longer
what it was prior to World War 11. A three-week hospital
stay today is rare.

“I think you are faced with the problem of deciding in
your own mind, does the government agency wish to pay
the full cost of that service which they have elected to be
responsible for. If they do, it seems to me that much
discussion on accounting principles should probably be
assigned to small committees to work out. Accounting
is something that has gone on for years. The thing that
is new and the thing that is changing is this medical care
which is being established and progressively advanced
into the unknown.

“Now 7 the problem that you are facing has been faced
by many communities throughout the nation. As you
may know, in the West, particularly in California, they
have developed a system of county hospitals run by the
community. If you talk to many people there, you will
find there is a considerable amount of dissatisfaction. I
think it is extremely important to consider the benefici-
ary under a medical indigency program as a human
being. It has made America great that we have been
able to take care of our brother. To shift him out of his
community is not wise.

“There are three groups of people that all hospitals
care for. The first group is completely unable to pay for
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any care. Some of these are cared for by tire hospitals
in this particular situation. The rest of them are cared
for by public welfare or public health. The second group
are those temporarily embarrassed, and the last group,
those who are able to take care and pay for the cost
themselves.

“It is very easy to let everything run down hill to the
point where all of a sudden, either during our lifetime or
your children’s and mine, we will be faced with the prob-
lem of replacing this whole program. From time to time
you hear the statement that hospitals enjoy certain ex-
ceptions. I think if you could keep the care of the
medical indigent under your own control in Massachu-
setts, and that we, as voters, could say that we want our
medically indigent people to get the best care, and get
all of it, I think you would have a much more satisfactory
program for your citizens.”

Dr. Albert W. Snoke, Director, Grace-New Haven
Hospital, Chairman, Council on Professional Practice,
American Hospital Association, Professor of Hospital
Administration, Yale University, speaking on hospital
costs, stated in part, as follows:

“I have a pet peeve when we are talking about hospi-
tal costs because I have heard ever since I have been in
the hospital game about hotel costs and hospital costs.
I got so fed up with that that I developed a series of
charts and the first chart is a picture of the Waldorf
Astoria. We tried to compare the hotel with the hospital.
A hospital is a hotel about 40 per cent plus 60 per cent of
all kind of fancy extra things that have nothing to do
with a hotel. If you are really going to be fair, let us go
to the Waldorf Astoria and have somebody bring up
your meals three times a day and bring them up to you
in bed and have some nice girl come up and rub your
back in the hotel; then the other factors, the X-rays and
laboratory tests, which a hospital has and the hotel has
not. People are not familiar with anything but hospitals
and hotels, and as far as they are concerned, they are
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going into a hotel room or a hospital room, and I can
understand why they have these ideas.

“If I may look into my crystal ball, I would like to
stick my neck out as to what is going to happen to costs.
I have no doubt in my mind that the costs are going to
go up and continue to go up. We are paying a clerk $3O
a week, but in industry they are paying $35 a week, so
we will have to increase that. Our personnel is interested
in payment. I would love to figure out some way that
the patient could pay less. You can not furnish hospital
care as cheaply as you used to. Connecticut has just
gone to $1.35 an hour for nurses, and that is about $2,800
a year. Two or three hospitals are paying $1.50 an hour.
Now we are going to have a veterans’ hospital about
three miles away, and a mile away on the other side we
are going to have a state institution. They have fixed
salaries of $1.70 to $2.20 an hour. The veterans’ is pay-
ing $1.60 an hour to $2.25. We are paying $1.35. We
are going to have difficulty meeting this.

“Let me put something on the other side of the slate.
All we do when we talk about hospital cost, we look at
the per diem. We take the total cost of running the hos-
pital per year and divide it. That is a very unfortunate
yardstick that we use. What we ought to do is look at
the cost of stay and when the patient gets back to work.
Let us assume that a patient comes in with pneumonia.
He is in for thirty days and it is touch and go. Then he
goes home. This is a working man. What does he do?
He goes home and stays home for another thirty days.
Let us compare that and say it costs $5 a day for the
thirty days he is in the hospital. That is $l5O. Now
let us say he is in for ten days at the cost of $2O a day.
At the end of ten days he is out, and in another ten or
fifteen days he is back on the job. I am talking now
merely in theory. That is an important thing.

“What can we do to control these costs. We have to
give you something positive. The first thing we have to
admit is that there are times when hospitals are ineffi-
ciently run. I think by and large hospitals are run very
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well considering salaries they have to pay and so on. I
will admit that there are inefficiencies. Now I think we
have to admit that there is a certain abuse of hospital
facilities, and I am inclined to believe that Blue Cross
shares slightly in the blame. I think the public share in
the blame. I think we in the hospital and Blue Cross
and the welfare agency, etc., have a very definite task,
and that is, whenever there are abuses, that we clamp
down and prevent them. I think there is something else,
and here I believe that the state and local welfare authori-
ties have a responsibility, and that is we have to do a
lot of long-term thinking of what we want our hospitals
to do. I think we do have a responsibility to try to de-
velop over-all plans for the future.

“What is my idea how government reimbursement for
hospital care should be given? As far as the government
is concerned, I think you ought to pay for the product
you are buying. I think you should also appreciate in
government that you must share in this responsibility.
You have the responsibility of seeing that the hospitals
are sound financially and you are paying for what you
are getting. I think you should have protection from
abuse, and I think you have aright to ask for co-operation
and assistance from the hospitals. When you are paying
the cost, and you are given a blank check, you have to
have certain protection. You should understand the
problems of the hospital and it should understand yours.
I think the Hospital Association should have comparable
figures. You have to get together and have a formula,
and it should be an accurate cost. The hospital also has
to play ball. Keeping the patient too long is a common
criticism of a welfare patient. Sometimes they do stay
longer than they should. The welfare patient by and
large comes from a social economical status and does not
have the home to go to and very frequently is not in a
physical condition as good as a private patient’s. They
have more serious illnesses. We want to discharge them.
What kind of a rest would they have at home? So we
keep them a few days more. While hospitals have a re-
sponsibility, they also have certain difficulties.”
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Rt, Rev. Msgr. A. C. Dalton, Diocesan Director of
Catholic Hospitals, presented to the Committee the fol-
lowing:

“When I was asked to be a participant in this panel,
I felt that I could not offer too much in the way of hos-
pital planning or research. I decided my field was reli-
gion. The approach to the problem necessitates the true
concept of what the State is. The State is a physical and
moral entity. It is bound together by a physical struc-
ture of moral principal. It can impose upon the citizen’s
duty, but once it imposes duties it must assume responsi-
bility. WRen it imposes these duties it expects 100 per
cent loyalty and 100 per cent support. In its execution
of these duties the citizen cannot give half support or
half loyalty. Now, if it expects from its citizenry the
execution of its duties in full, then it must exercise its
responsibility in full. When the State fails to do it, then
the citizens are bound to take care of the situation, but
only in charity.

“Here we have a case where persons are not only sick
but poor. The State takes these sick and puts them
into a hospital. The State does not assume its full re-
sponsibility in the case. It does not pay for the full cost
of full care. It pays on an artificial basis.

“Where the disagreement comes in, I think, is this.
Is the hospital or are the hospitals presenting a true pic-
ture of cost? I think that is where your whole problem
lies. I think there is a great deal of suspicion that hos-
pitals do not present the true picture.

“I am operating as a Director of ten hospitals in the
Archdiocese of Boston run by religious persons. These
persons donate not their salary because they are put on
comparable salaries; they donate in addition to a forty-
hour week something like forty more hours a week. I
met this Sister and I asked her how much they put in for
overtime and she said eighty-two hours. Here we have
Sisters giving free time. They are efficient and yet their
figure of $17.62 is, I am sure, very close to the Lawrence
General Hospital.

"I agree with Commissioner Tompkins that there
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should be committees to study these things to see if
there is a possible way to decrease cost, but I do not be-
lieve we should establish an artificial figure of $l2 or $l4.
Our hospitals need help. The mounting costs are tre-
mendous. When you estimate that 65 per cent of our
costs are in labor alone, you can see that there is very
little room for improvement. They need help very, very
much, and any limitation that is placed upon them is
going to result in a drastic situation. It is going to come
to a time when the hospitals are going to throw up then-
arms and say, ‘All right, come in and take over.’ If that
day is ever arrived at, then you may be sure that this
problem of paying hospital costs will be picayune.”

Extent of Loss incurred by Massachusetts Hospitals in the
Care they render In-Patient Public Welfare Recipients.

(Presented by Theodore A. Austin, Superintendent, Worcester City Hospital.)

During November, 1952, the Commission on Public
Education of the Massachusetts Hospital Association cir-
cularized all member hospitals of the Massachusetts Hos-
pital Association. It requested them to submit figures
on the loss incurred during the latest twelve-month period
available in the care each hospital rendered in-patient
public welfare recipients.

The figures 1 given below are based on reports returned
from voluntary or charitable hospitals which together
have over 95 per cent of the bed capacity of such hospitals
in the Commonwealth.

The reports from municipal hospitals cover those hav-
ing over 98 per cent of the bed capacity of such hospitals
in the Commonwealth.

Cost Basis. Charge Basis.
A. Charitable hospitals $2,086,673 $1,436,159
B. Municipal hospitals 1,213,934 464,158

The Commission on Public Education proposes that
remuneration to hospitals should be based on cost or
charges, whichever is the lower; consequently, the figures

1 The figures herein presented are more accurate and up to date than those mentioned at
the hearing, as they include returns received after the hearing.
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presented cover both situations. In substantially all hos-
pitals the present cost of ward care is higher than the
charges.

Information recently made available to the Commis-
sion indicates that the cost of public assistance programs
under the jurisdiction of the Department of Public Wel-
fare are shared as follows:

Per Cent
Federal share 7.5
State share 44.6
Municipal share 47.9

In view of the above the Commission’s estimates of
the cost to the Commonwealth to reimburse hospitals for
the losses they sustain on public welfare clients is as
follows:

Based on charges
Based on cost

$852,500
1,479,000

Method of Determining Hospital Costs
Presented by Cyril N. Angell, Trustee, Glover Memorial Hospital

The Department of Public Health will require all hos-
pitals throughout the State to fill out a new and uniform
cost analysis form. The reports are required to be filed
on or before March 31, 1953. Serious study has been
given to the development of this cost analysis form. Over
two years of effort have been devoted to its creation.
This method was developed jointly by the Massachusetts
Hospital Association and representatives of the Depart-
ment of Public Health. An indication of its value as an
instrument for determining reimbursable costs is the fol-
lowing letter:

Massachusetts Society of Certified Public Accountants, Inc
Office of the Society,

80 Federal Street, Boston 10, November 24, 1952.

Senator Leslie B. Cutler, Chairman, Joint Committee on Public
Welfare, State House, Boston, Mass.

Dear Senator Cutler; —■ A special committee of our Society has
studied the cost analysis method recently published by the Massa-
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chusetts Department of Public Health (Form MDPH-200), and they
and I believe it to be entirely suited to the purpose for which it has
been designed.

Its major strength lies in its use of the nationally accepted standard
classification of hospital expense accounts as a basis for its expense
allocations. This produces a uniformity in reporting which is im-
perative in any such program of unit cost determination.

This method, like all modern universally accepted systems of cost
analysis, requires the utilization of sound estimates based on ade-
quate facts and the exercise of good judgment in its operation. It has
as its primary purpose the determination of the total cost of each of
the revenue-producing services offered by hospitals, including those
for private, semi-private and ward accommodations.

If handled correctly, this method will develop these costs in a man-
ner satisfactory to all familiar with the methods of cost analysis.

Respectfully yours,
(signed) William Boynton,

President

Hospital Costs Can they be Lowered?
(Presented by Charles F, Wilinsky, M.D., Executive Director, Beth Israel

Hospital.)

You ask, “Can hospital costs be lowered?” Yes, they
can be lowered by the promotion of efficiency and econ-
omy, and by eliminating essential services. It would be
presumptuous to assume that my institution or any other
institution has no room for further economy and efficiency.

This situation exists not only in hospitals, but in all
business enterprises. Efforts are expended daily to initi-
ate the improvement of efficiency and economy in hospital
operation.

Now, why have hospital costs increased? The hospital
has been forced to compete with industry in the labor
market. Personnel practices similar to those in industry
have been adopted, such as the forty-hour, five-day week,
yet the hospital must keep its doors open twenty-four
hours a day, seven days a week.

Wages which account for over 60 per cent of the total
expense of operation have increased, but are still below
the competitive level of industry. The continuous re-
ductions of the work week from fifty-seven hours, fifty-
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two hours, forty-eight hours, to the present forty hours
has created a need for more personnel.

Inflation has also had an effect on rising costs. The
dollar cannot buy the same steak or suit of clothes or
equipment needed, or can wages remain relatively con-
stant during an inflationary period.

The impact of scientific progress has created a need
for an increase in the number of personnel to implement
medical, technical and scientific performance. Improve-
ments in the range and quality of hospital services have
opened up new avenues of professional and technical
skills. Physical medicine, a relatively new field aimed at
rehabilitation, is directed toward educating a physically
handicapped individual to utilize his facilities to become
a useful and self-sustaining member of the community.
And in the field of nursing, more and more demands are
being made for her service. To more fully utilize the
training and skills of the nurse, secretaries have been
employed to assume the clerical duties carried on by the
nurse, thus giving her more time for the more professional
functions.

The advent of the antibiotics has had a profound influ-
ence on shortening the length of hospitalization. The
patient remaining in the hospital today for a period of
eight days in comparison to thirty days two decades ago
is now receiving a concentration of more professional and
technical services. This has meant an increase in trained
personnel qualified to perform the specialized skills re-
quired.

Nevertheless, let us analyze the total cost of illness
today with that of two decades ago. The cost years ago
was $6 per patient day; the cost today is $25 per patient
day. The total cost per illness was $lBO whereas today
it is $2OO. Although the cost is slightly higher today,
the patient is now able to go back to work three weeks
sooner; his buying power is resumed much sooner; his
membership as an active constituent of the community is
restored more quickly. Therefore, we must not only
consider the cost per illness, but also the fact that the
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patient is now able to return to his previous role in the
community at an earlier date.

What are we doing in hospitals to improve efficiency
and promote economy? Committees on national,regional,
state and local level to study hospital problems and make
surveys have been organized to determine how utilization
of personnel and equipment can be even more effective.
Institutes of laundry, personnel, nursing and purchasing,
to mention a few, have been held in Boston within the
past year to further educate the administrator and key
people and to further promote efficiency and economy.

In over 6,000 hospitals in the United States it is rea-
sonable to assume that close to 100,000 people are repre-
sented on the boards of trustees. These public spirited
citizens are composed primarily of business men who
guide the medical care program of the community by
formulating policy. They are executives efficient in busi-
ness principles, faced with the dilemma of rising costs in
hospitals and of meeting the deficit without threatening
the quality of medical care.

The interests and efforts of 100,000 board members
have been constantly directed toward fostering a higher
quality of medical care in our never ending struggle to
combat illness. It is with these human endowments and
the progress of science that we have been striving to re-
lieve suffering and conquer disease.

The Effect on Hospitals if Full Charges or Costs whichever
is the Lower were paid for Welfare Cases, especially the
Impact on Charges for Full-Pay Patients.

(Presented by T. Stewart Hamilton, M.D., Director, Newton-Wellesley
Hospital.)

A study of the free care loss on welfare cases by a
hospital in a relatively well-to-do suburb of Boston shows
the following :

Free care of welfare patients
Free care of others .

$ 47,70c 1

55,600

Total loss on free care §103,300

1 This $47,700 figure is the difference between the cost of care for welfare patients and what
public agencies paid for it.
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The total cost of free care at this hospital was financed
approximately as follows:

Endowment income
Community Chest
Private patients

$ 27,800
66,300
9,200

8103,300

Funds from the Community Chest and income from
private patients would thus have become available for
other hospital needs.

What is more, this case of a relatively well-off hospital
is not typical. Most hospitals must also dip into endow-
ment capital to finance free care, when they are fortunate
enough to have an endowment. This can not go on. Its
continuation would be disastrous to the people served by
voluntary hospitals.

Furthermore, if government agencies pay the full costs
or charges, whichever is the lower, many hospitals would
be able, among other things, to provide more adequate
remuneration to their employees, institute retirement pro-
grams or expand existing services to more adequately
care for the patients they handle.

Moral and Ethical Principles involving Payments by Govern-
ment Agencies for Full Costs or Charges whichever is
the Lower on Public Welfare Cases.

(Presented by Joshua A. Nickerson, Trustee and Past President, Cape Cod
Hospital.)

A hospital is not a business. It cannot provide less
than the best available care to anybody. Unlike a busi-
ness enterprise it cannot offer various grades of service
good, fair and not-so-good quality, to fit the pocketbooks
of its “customers.”

For this reason, hospitals must look beyond their pa-
tients who, in business parlance might be called their
“customers,” to find the money to provide the best avail-
able services. This extra money comes from those who
give to support their hospitals; in our case, at Cape Cod
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Hospital, for example, more than 1,500 individuals so far
this year.

Now, how do the cities and towns meet their responsi-
bility to pay for services rendered to their welfare cases?
In every instance, except that of hospital care, they pay
at least the cost of those services, and in most cases a
profit, besides, to the supplier of these services. But
when it comes to hospitalization the State demands that
hospitals shall care for their cases at less than cost, thus
forcing hospitals to subsidize the political subdivisions of
the State by an amount equal to the difference between
what they pay and what it costs to render this service.

The State thus becomes the exact opposite of the
“sovereign benefactor” of hospitals. In referring to the
State as the “sovereign benefactor” of our hospitals it is
said that hospitals are not taxed, when in fact almost
every hospital in Massachusetts is in effect paying a
hidden tax by being forced to render services to the State
and its subdivisions at less than cost.

Now, where does the money come from with which the
hospitals pay this hidden tax to the cities and towns?
It comes primarily from those people who give to our
community chests and to our hospital funds. These
people do not intend that their gifts should be used to
subsidize our cities and towns through this hidden tax.

In fact, they are not generally aware of its existence.
They intend that the money which they give shall be used
to care for those (not wards of the State or city) who are
at the moment “medically indigent,” and to provide im-
provements and betterments in facilities and services to
all who may be hospitalized in their community regard-
less of their ability to pay.

I maintain that a State has no moral right, by demand-
ing services at less than cost, to divert a part of those
charitable gifts to subsidizing the cities and towns and
thus, through this hidden tax on hospitals, reduce the tax
rates of the cities and towns.

I doubt if any thoughtful person can justify the prin-
ciple that our hospitals should be forced by the State to
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pay this hidden tax out of money contributed for chari-
table purposes by the thousands upon thousands of people
in this State who give to their community chests or di-
rectly to their hospitals.

What Hospitals would like with Respect to Payment on Wel-
fare Patients The Immediate Problem A Projection
into the Future.

(Presented by Philip D. Bonnet, M.D., Administrator and Trustee
Massachusetts Memorial Hospitals.)

The voluntary hospitals are seeking survival and not
security.

The voluntary hospitals want enougli income from all
sources to provide good care of their patients and to
steadily improve that care and not to develop either
profits or excessive surpluses.

The voluntary hospital wants fair treatment, no more
and no less. The voluntary hospital does not want
two classes of essential care first class and second class.
The only differences are in non-essential and luxury
items.

The voluntary hospitals appreciate and need the help
of government in meeting the needs for hospital service.

The voluntary hospitals want prompt equitable and
full reimbursement for all expenses incurred in caring for
beneficiaries of welfare and all other government pro-
grams.

The voluntary hospitals want a uniform basis of pay-
ment for all welfare and other beneficiaries of government
programs, and want the same method of determining cost
to apply to all cases, to be as simple as possible and to
be fair to all parties, patients, hospitals, doctors and
government agencies. The voluntary hospitals want a
basis of payment and a method of determining cost which
will provide incentives for a reduction in aggregate cost
of essential care to government agencies and the tax-
payers, and reasonable protection against abuse of tax-
payers’ money or abuse of hospitals.
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The voluntary hospitals want all welfare agencies to
adopt and use the same rate of payment to hospitals for
simplicity of administration.

To this end, the voluntary hospitals submit the follow-
ing suggestions to the Recess Committee for consideration;

(a) That the determination of hospital costs be made
the responsibility of a single government department,
such costs (to include all proper and indirect costs) to be
used by all government departments for the determina-
tion of payments to hospitals on behalf of their benefici-
aries. The present responsibility of the Department of
Public Health toward the determination of hospital costs
for certain purposes is satisfactory to hospitals and is a
logical place for this responsibility to be placed. Any
other single department, with or without an advisory
board, such as was recommended in Senate, No. 430 of
1948, Appendix A, would also be satisfactory to hospitals.

( b) That for welfare clients each hospital be paid its
established charges for care in public wards, but not to
exceed 100 per cent of average per diem cost for public
ward patients or 95 per cent of average over-all per diem
cost for all patients whichever is the lower adjusted at
least annually and such costs to include all services
rendered to patients.

In order to accomplish this, the hospitals will support
any necessary taxation.

The Commonwealth of Massachusetts is currently
spending upwards of $20,000,000 for the purchase of
hospital care through its various departments and bu-
reaus. The Commonwealth is further supervising the
purchase of an additional $30,000,000 of hospital care in
connection with industrial accident cases and the ap-
proval of Blue Cross contracts with hospitals. Hospital
care is purchased from approximately 190 different hos-
pitals throughout the Commonwealth. The various state
agencies purchasing or supervising the purchase of hospi-
tal care include the following:

Analysis of Findings.
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Public Welfare:
(а) General Relief.
(б) Old Age.
(c) Dependent Children.
(id) Totally and permanently disabled.

Public Health:
(o) Services for Crippled Children.
(b ) Cancer and Other Chronic Diseases.
(c) Venereal Diseases.
(d) Alcoholism.
(e) Premature Infants.
(/) Arthritis.
( g ) Communicable Diseases.

Department of Education:
(a) Vocational Rehabilitation
(b) Division of the Blind.

Department of Corrections;
Hospitalization of Inmates.

Department of Mental Health;
Hospitalization of Inmates.

Department of Industrial Accidents
Supervision of Industrial Accident Hospitalization

Department of Public Health;
Supervision of Blue Cross Contracts.

Each Department makes its own arrangements with
hospitals, and various rates are paid for the same type
of service. There is no uniform method of reimbursement
to hospitals for the purchase of hospital care.

Many recipients of aid for hospital care possess some
form of prepaid hospital and medical insurance coverage.
The Committee found no uniform method of fully utilizing
such prepaid benefits before public funds were applied
for the purchase of hospital care.

The need for co-ordination in the method of purchasing
hospital care by the various agencies of the Common-
wealth, based on a uniform system of accounting and cost
analysis, is imperative for economy in government.

Recommendations
1. The Commonwealth should not subsidize hospitals

in the purchase of hospital care.
2. The Commonwealth’s reimbursement policy should

be fair and just to the hospitals.
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3. The Commonwealth should reimburse hospitals at
an all-inclusive per diem rate to cover all the services pro-
vided to a patient.

4. The all-inclusive per diem rate should be based on
each hospital’s reasonable cost of rendering ward care, or
the charge equivalent to the general public for such care,
whichever is the lower.

5. Hospitals should be required to file annually with a
single agency of the Commonwealth a certified reimburs-
able cost and charge report based on a uniform system of
accounting and cost analysis.

6. That a Division of Hospital Costs and Finances be
established in the Commission on Administration and
Finance. This Division should be charged with the re-
sponsibility of verifying these reports and notifying an-
nually the respective agencies of the Commonwealth, pur-
chasing or supervising the purchase of hospital care, of
the all-inclusive reimbursable rates applicable to the vari-
ous hospitals in the Commonwealth.

7. That the Governor of the Commonwealth appoint a
Technical Advisory Committee, consisting of at least
seven members, that will serve in an advisory capacity to
the agency charged with the responsibility of determining
the costs of hospital care and the certification of reim-
bursement rates to the various agencies of the Common-
wealth purchasing hospital care.

Respectfully submitted,

LESLIE B. CUTLER.
IRENE K. THRESHER.
C. HENRY GLOVSKY.
AMELIO A. DELLA CHIESA.
RICHARD A. RUETHER.
SUMNER G. WHITTIER.
J. ROBERT AYERS.
JOHN J. O’ROURKE.
WILLIAM I. RANDALL.
JOHN J. DWYER.
SILVIO O. CONTE.
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In the Year One Thousand Nine Hundred and Fifty-Three

An Act relative to hospital expenses in connection

WITH THE SUPPORT OF PUBLIC WELFARE AND OTHER

PUBLIC ASSISTANCE PATIENTS.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:

1 Section 1. Chapter 7of the General Laws is
2 hereby amended by inserting after section 6B the
3 following two sections:
4 Section 6C. There shall be directly under the com-
-5 mission a division of hospital costs and finances, in
6 charge of a director of hospital costs and finances.
7 The commissioner of administration shall appoint
8 and may remove, in accordance with chapter thirty-
-9 one, said director of hospital costs and finances. The

10 commission shall provide for the division suitable
11 quarters in the state house and such clerical, secre-
-12 tarial, administrative and other service and assist-
-13 ance as the commission may deem necessary. The
14 director shall receive such salary as may be estab-
-15 lished by the commission.
16 Section 6D. There shall be in the division of hos-
-17 pital ebsts and finances, but not under its supervision
18 or control, an advisory committee consisting of seven

PROPOSED LEGISLATION.

C&e Commontoealt!) of Massachusetts
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19 members to be appointed by the governor, with the
20 advice and consent of the council, for a term of four
21 years, of whom one shall be a certified public account-
-22 ant and a representative of an accounting firm, one
23 an administrator of a non-profit voluntary hospital,
24 one a member of the governing board of a non-profit
25 voluntary hospital, one a representative of a depart-
-26 ment of the commonwealth which purchases hospital
27 care or which reimburses cities or towns for hospital
28 care purchased by them, and three representatives of
29 the general public. The governor shall designate the
30 chairman of said committee. The governor may,
31 with the advice and consent of the council, fill any
32 vacancy on the committee.
33 Each member shall serve until his successor is ap-
-34 pointed and qualified. Each member shall serve with-
-35 out compensation. The committee shall meet as
36 often as it deems necessary in order to perform its
37 duties, and shall be furnished with suitable quarters
38 for its meetings by the commission.
39 The commission shall study the problems of hos-
-40 pital charges and costs and consult with the director
41 of hospital costs and finances and with the cominis-
-42 sioner of administration on all matters relating to the
43 determination and certification of rates for hospitals,
44 sanatoria and infirmaries under section thirty A of
45 this chapter.

1 Section 2. Said chapter 7of the General Laws is
2 hereby further amended by inserting after section 30
3 the following section:
4 Section 30A. The director of hospital costs and
5 finances shall determine from time to time and certify
6 to the commissioner of administration, at least as often
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7 as annually, the average all-inclusive per diem charge to
8 the general public for public ward accommodations or
9 their equivalent, the all-inclusive per diem cost of care

10 in such accommodations and the all-inclusive per diem
11 cost of care for all patients of each hospital, sanatorium
12 and infirmary licensed by the department of public
13 health under section seventy-one of chapter one hun-
-14 dred and eleven. In determining such all-inclusive
15 charges and costs, charges for and costs of ancillary
16 services shall be included. If he is unable to determine
17 the all-inclusive per diem cost of care in public ward
18 accommodations or their enuivalent of any hospital,
19 sanatorium or infirmary, he shall certify as aforesaid
20 in lieu thereof an amount equal to eighty-five per
21 cent of the all-inclusive per diem cost of care for all
22 patients of such hospital, sanatorium or infirmary.
23 Each such hospital, sanatorium or infirmary shall
24 file with the director from time to time on request
25 such data, statistics, schedules or information as he
26 may reasonably require to enable him to determine
27 such charges and costs, and any person conducting
28 such hospital, sanatorium or infirmary who fails to
29 furnish any such data, statistics, schedules or infor-
-30 mation as requested, or who files fraudulent returns
31 thereof, shall be punished by a fine of not more than
32 five hundred dollars. The director shall make his de-
-33 termination as aforesaid in accordance with a uniform
34 system of hospital accounting and cost analysis, and
35 may in his discretion take into account, among other
36 factors, depreciation, amortization, individual serv-
-37 ices which are rendered for partial or no payment,
38 grants-in-aid for which no services are rendered, and
39 other items not related to in-patient care. If in his
40 judgment the per diem cost of care in public ward
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41 accommodations or their equivalent of any hospital,
42 sanatorium or infirmary, because of circumstances
43 peculiar to it, is excessive as compared with such per
44 diem cost of care in other hospitals, sanatoria or in-
-45 firmaries located in the same geographical area, of
46 comparable size or furnishing comparable services, he
47 shall determine a weighted average all-inclusive per
48 diem cost of care in such accommodation for such hos-
-49 pital, sanatorium or infirmary and certify the same to
50 the commissioner.
51 The commissioner shall certify annually to each of
52 the various subdivisions of the commonwealth pur-
-53 chasing care in such hospitals, sanatoria and infirm-
-54 aries, or reimbursing cities or towns for such care pur-
-55 chased by them, such rates with respect to each such
56 hospital, sanatorium and infirmary as will reflect
57 reasonable hospital costs or charges made to the
58 general public, whichever is the lower. The various
59 subdivisions of the commonwealth purchasing hos-
-60 pital care shall pay the hospitals, sanatoria and in-
-61 firmaries for such care at the rates so certified. The
62 commissioner shall also certify at least annually to
63 the department of industrial accidents the all-inclusive
64 per diem cost of care for all patients for each such hos-
-65 pital, sanatorium and infirmary.

1 Section 3. Section 42 of chapter 121 of the Gen-
-2 eral Laws is hereby amended by striking out, in lino 8,
3 as appearing in chapter 406 of the acts of 1941, the
4 words “sections fifteen and eighteen” and inserting
sin place thereof the words: section fifteen, —so as

6 to read as follows: Section 4-2. All accounts against
7 the commonwealth for allowances to counties, cities
8 and towns on account of moneys paid for which they
9 are entitled to reimbursement by the commonwealth
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10 under the provisions of section five of chapter one
11 hundred and two, section one hundred and sixteen of
12 chapter one hundred and eleven, sections seventeen
13 and eighteen of chapter one hundred and seventeen
14 and section fifteen of chapter one hundred and twenty-

-15 two shall be rendered to the department on or before
16 the first day of September annually, and shall be for
17 the twelve months ending on the thirtieth day of June
18 preceding, and, if rendered as aforesaid, approved by
19 the department and certified by the comptroller but
20 not otherwise, shall be paid by the commonwealth;
21 provided, however, that such accounts for the twelve
22 months aforesaid for allowances to a city or town, if
23 rendered at any time prior to the sixtieth day after
24 the close of the current fiscal year of the city or town,
25 may be received and, in the discretion of the depart-
-26 ment and upon certification by the comptroller, be al-
-27 lowed and paid when an appropriation therefor has
28 been made. Failure to comply with the rules and regu-
-29 lations of the department shall Ire ground for dis-
-30 approval of any account. The approval of accounts
31 by the department under this section shall have the
32 effect of a provisional pre-audit of such accounts, and
33 reimbursement based thereon shall be subject to verifi-
-34 cation and adjustment by the department. Such ad-
-35 justments shall be made by reducing or increasing any
36 subsequent reimbursements under this section by the
37 amount of such adjustment.

1 Section 4. Chapter 122 of the General Laws is
2 hereby amended by striking out section 18, as most
3 recently amended by chapter 342 of the acts of 1952,
4 and inserting in place thereof the following section:
5 Section 18. Reasonable expenses incurred by a
6 town under section seventeen within one month next
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7 before notice has been given as therein required and
8 also after the giving of such notice and until said sick
9 person is able to be removed to said hospital and in-

10 firmary shall be reimbursed by the commonwealth.
11 If the department, after investigation, deems it ex-
-12 pedient as an economy in expenditure and in the in-
-13 terest of the patient’s health, it may authorize reim-
-14 bursement for aid rendered after the patient has be-
-15 come able to be so removed, and, in its discretion, un-
-16 til the patient is able to be discharged. If the depart-
-17 ment considers it expedient to order the removal to
18 said institution of a person whose physical condition
19 is such as to require attendance, reasonable expenses
20 incurred for such attendance as directed by the de-
-21 partment shall also be reimbursed by the common-
-22 wealth. Bills for such support shall not be allowed
23 unless endorsed with the declaration that, after full
24 investigation, no kindred able to pay the amount
25 charged have been found, and that the amount has
26 actually been paid from the town treasury. There
27 shall be allowed for the support of a person in a hos-
-28 pital, sanatorium or infirmary such amounts as are
29 certified annually to the department by the commis-
-30 sioner of administration under section thirty A of
31 chapter seven with respect to the hospital, sanatorium
32 or infirmary which renders support and treatment.
33 In cases where the commonwealth or any subdivision
34 thereof may be reimbursed from federal funds or funds
35 from any other source in excess of the above amount,
36 the amount so received shall be paid for such support
37 and treatment. Expenses incurred by a town for ton-
-38 sil and adenoid operations shall be reimbursed by the
39 commonwealth to an amount not exceeding twenty-
-40 five dollars in the case of any one such operation.



1953.] HOUSE — No. 2400. 31

1 Section 5. The fourth paragraph of section sof
2 chapter 176 A of the General Laws, as appearing in
3 section 1 of chapter 766 of the acts of 1950, is hereby
4 amended by striking out the first sentence and insert-
-5 ing in place thereof the following sentence: All
6 rates of payments to hospitals made by such corpo-
-7 rations under such contracts shall be approved in ad-
-8 vance by the commissioner of administration, in this
9 section called the commissioner.

2 amended by striking out section 17 as so appearing and
3 inserting in place thereof the following section:
4 Section 17. Any dispute arising between a corpo-
-5 ration subject to this chapter, and any hospital with
6 which such corporation has a contract for hospital
7 service as authorized by this chapter, may with the
8 consent of both parties be submitted to the commis-

-9 sioner of administration for his decision with respect
10 thereto. Any dispute or controversy arising between
11 a non-profit hospital service corporation and any sub-
-12 scriber, or any person whose subscription certificate
13 has been cancelled, may with the consent of both
14 parties be submitted to the commissioner of insur-
-15 ance for his decision with respect thereto. All deci-
-16 sions and findings of the commissioner of adminis-
-17 tration and the commissioner of insurance made un-
-18 der this section shall be final as to the facts.

1 Section 7. Notwithstanding the provisions of sec-
-2 tion six C of chapter seven of the General Laws, in-
-3 serted by section one of this act, the person holding
4 the permanent position of senior accountant, assigned
5 to the division of hospitals in the department of public

1 Section 6. Said chapter 176 A is hereby further
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6 health, in the classified civil service of the common-
-7 wealth, as of January 1, 1953, shall, upon the effective
8 date of the act, be transferred to the office of director
9 of hospital costs and finances without being subject to

10 a qualifying examination by the director of civil serv-
-11 ice, and without being required to serve any proba-
-12 tionary period; and his tenure shall be unlimited, sub-
-13 ject, however, to the provisions of chapter thirty-one
14 of the General Laws.

1 Section 8. Upon the effective date of this act the
2 governor, with the advice and consent of the council,
3 shall forthwith appoint the members of the advisory
4 committee established by section six D of chapter
5 seven of the General Laws, as appearing in section one
6 of this act, to serve as follows: one shall serve for a
7 term of one year, two for terms of two years each,
8 two for terms of three years each, and two for terms
9 of four years each, as he may designate. Upon the

10 expiration of their respective terms, their successors
11 shall be appointed as provided in section six D of
12 chapter seven of the General Laws.

1 Section 9. This act shall take effect on January
2 first, nineteen hundred and fifty-four.


