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REPORT OF THE JOINT BOARD RELATIVE TO
THE ADVISABILITY OF THE UNIFICATION
OF CERTAIN SERVICES NOW PERFORMED
BY THE DEPARTMENTS OF CORRECTION,
PUBLIC HEALTH, MENTAL HEALTH, EDUCATION AND PUBLIC WELFARE, AND THE
INDUSTRIAL ACCIDENT BOARD.
December 1, 1947.

To the General Court of Massachusetts.

This Commission was established by chapter 35 of
the Resolves of 1947, the text of which is as follows:
Resolve

a Study as to the Advisability and
Unification of Certain Services now
PERFORMED BY THE DEPARTMENTS OF CORRECTION, PUBLIC
Health, Mental Health, Education and Public Welfare
providing

Feasibility of

and the

for

the

Industrial Accident Board.

Resolved, That the chairman of the commission on administration
and finance, and the commissioners of the departments of correction,
public health, mental health, education and public welfare and the
chairman of the industrial accident board, or, in the case of each of
said commissioners and the chairman of the industrial accident board,
a person in his department or board designated by him for the purpose,
acting as a joint board, are hereby authorized and directed to consider
and study the feasibility of unification of certain services performed
by said departments and industrial accident board, referred to by the
governor in senate document numbered one of the present session. In
connection with such study said joint board may require the assistance
of any officer or employee in any of the departments and board referred
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Said joint board shall report its findings and recommendations,
if any, together with drafts of legislation to carry such recommendations into effect, by filing the same with the clerk of the senate on or
before the first Wednesday of December in the current year.
Approved May 22, 1947
to.

The Commission held its first meeting on Wednesday,
June 25, 1947. Pursuant to the discussion at the first
meeting, there was submitted to the members of the
Commission detailed material from each of the departments concerned, covering the schedule of reimbursements made for hospital and medical services by the
department and divisions of the department to the
physicians and hospitals of the Commonwealth.
Later conferences were held with a committee of the
Massachusetts Hospital Association, Frank E. Wing,
President, and with a representative of the Massachusetts
Medical Society, Dr. John F. Conlin. The Commission
wrote to the States of New York, Michigan, Connecticut,
New Jersey, Wisconsin and Kansas. Replies received
from authorities in those States indicated that thejr too,
were in need of or in the process of making a survey
similar to our own. The Commission appointed a subcommittee to make further investigation of the problems
affecting the relationship of the state agencies to the
hospitals of the Commonwealth, consisting of Mr. Daniel
I. Cronin of the Department of Public Welfare, Mr. Theodore W. Fabisak of the Department of Public Health,
Dr. William Charles Inman of the Department of Mental
Health, and the chairman. Several further meetings were
held by the subcommittee.
It is on the basis of their studies, with deliberation of
the full Commission, that the report is submitted herewith. There are two phases of the situation in regard to
the unification of services: (1) the establishment of
proper payments to be made to the hospitals of the Commonwealth for services rendered patients of individual
state and municipal departments; (2) the fees paid
physicians for medical or surgical treatment of patients,
,
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the cost of which is entirely or partially borne by an
agency of the Commonwealth, and by cities and towns.
In connection with the fees paid to the hospitals, it is
the belief of the Commission that the present statutory
per diem rate should be abolished. Legislation is submitted herewith to accomplish such action. Because of
the interrelationship of the Commonwealth with the
individual cities and towns in so far as the hospital problem of many of the patients of the various boards of the
cities and towns is concerned, we believe that the solution
is not only one for the Commonwealth, but one which
affects the budgets of each of the communities of Massachusetts.
As a result of a conference with the representative of

the Massachusetts Medical Society, and reports submitted to the Commission by the individual departments,
there appears to be need for reconsideration of the present
fee schedules which are in operation in several departments. However, the administration of the non-hospital
medical care program is, for the most part, satisfactory
from the standpoint both of the departmental agencies
involved and of the medical profession. Such problems
as do exist can, in the opinion of the Commission, be
handled best on an individual departmental basis.
In connection with the purchase of hospital care,
however, the Commission found that there is a major
need for co-ordination of the activities of the various departments of the Commonwealth.
There are three distinct areas wherein the departments
included in this study (Correction, Public Health, Mental
Health, Education, Industrial Accident Board, and Public
Welfare) participate in the rendering of hospital care.
1. Instances where a direct contractual relationship
exists between an agency of the Commonwealth and a
hospital for the care and treatment of an individual for
whom the department is directly responsible.
2. Instances where the state agency, under the statutes,
reimburses another agency of government, such as a local
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board of health or a local board of public welfare for hospital care rendered by the other agency to a person for

whose care and support it is responsible.
3. Instances where the state agency, by statute or regulation, establishes the rate of hospital care to be paid
by another agency which is not a governmental agency
for the hospital care and treatment of persons for whom
the non-governmental agency is responsible.
A typical illustration of the first type of arrangement
mentioned above is that of the Department of Public
Health, which reimburses hospitals directly for in-patient
and out-patient care in connection with the Services for
Crippled Children program. Illustrative of the second
type of situation mentioned is the Department of Public
Welfare, which, under the statutes, is responsible for reimbursing local boards of health and local boards of public
welfare for various portions of the expenses which these
local agencies incur in the care and treatment of dependent
persons. The only instance which the Commission found
of the third type of situation is the regulation by the
Industrial Accident Board of the rates paid by insurance
companies under the Workmen’s Compensation Law for
hospital care and service furnished to employees covered
by that program. The Commission found, from its study
of the practices used by the various state departments, a
number of variations which point to the need for co-ordination and standardization of the basis for reimbursement to hospitals for both in-patient and out-patient care.
Among the variety of arrangements now in effect are the
following:

1. Some departmental divisions reimburse hospitals for
services rendered to public-care patients at the full posted
rates, including charges for extra services.
2. Some departmental divisions reimburse hospitals
for in-patient and out-patient care on the basis of an allinclusive cost formula, but subject to a ceiling ($8 per
diem) on in-patient costs.
3. Hospitalization under one program is purchased at
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a flat statutory rate ($4.50 per diem), which is considerably below the actual cost to the hospital.
4. On some programs where federal funds are available, the Commonwealth is reimbursing for hospital care,
both in-patient and out-patient, on an all-inclusive cost

formula.

5. The statutory rate established under section 18 of
chapter 122 of the General Laws, and which specifically
controls only the reimbursement by the Commonwealth
to local boards of health and local boards of public welfare for hospital care furnished to unsettled persons, has
become a common rate of charge for public care patients
in many parts of the Commonwealth. (This rate was
established by chapter 618 of the Acts of 1947 at $6 per
diem. It is interesting to note that the rate has been
revised upwards several times within recent years. In
1936 the per diem rate was raised from $1.50 to $3; in
1943, to $4; in 1945, to $5.)
6. Local agencies of government, such as boards of
public welfare and boards of health, are in many instances paying considerably more for hospitalization of
public patients than is reimbursed to them under the
statutory rate under which the Commonwealth participates in the expenditure.
7. The rates established by the Industrial Accident
Board for hospital care are less than the rates paid in some
instances by other agencies of the Commonwealth and by
local agencies, notwithstanding the fact that the financial
responsibility for payment of hospital costs in this program rests with the various private insurance companies.
The Commission believes that three basic principles
should govern all expenditures by public agencies for
hospital care, whether the source of revenue is state,
federal or local, and that the same principles should apply
to expenditures for hospital care by insurance companies
whose payments are regulated by the Industrial Accident
Board.
1. Hospital charges for public-care patients should be
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based upon an all-inclusive per diem rate which will include all services normally provided to the patient by the
hospital, said rate to be based upon actual cost to the
hospital of the services rendered.
2. Hospital charges for public care patients should in no
instance exceed the average charge made by the hospital
to individuals who are self-supporting.
3. Statutory per diem rates which result in some hospitals receiving a considerably greater part of actual costs
than other hospitals should be eliminated.
The Commission believes that each hospital in the Commonwealth which renders care to public-care patients
should annually prepare and present to the Commonwealth by March 1 of each year a “reimbursable cost
statement” which will establish on a uniform basis the
per diem all-inclusive cost to each hospital for rendering
hospital services. The Commission recognizes that payment of the full cost of hospital care, as determined by
the reimbursable cost statement, may not be possible,
due to the limitation of state funds. However, it is the
finding of the Commission that a uniform, co-ordinated
approach to the subject of hospital reimbursements, in
which the actual cost of furnishing such care by hospitals
is taken into consideration, is necessary in order to eliminate the variety of rates and contractual agreements
which, in the past, have proved unsatisfactory, both to the
departments involved and to the hospitals of the Commonwealth. To accomplish these results, it is recommended that the establishment of hospital reimbursement rates for public-care patients should be vested in a
commission to be known as the Commission for the Purchase of Hospital Care, consisting of the chairman of the
Commission on Administration and Finance and the
Commissioners of the Departments of Public Health,
Education, Public W elf are, Vets Aid and Pensions, and
the chairman of the Industrial Accident Board. While
the Department of Veterans Services was not represented
on the special Commission which made the study, it is
the finding of the Commission that the extent to which
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this department participates in reimbursing local veterans
services agencies for the purchase of hospital care warrants its inclusion on the proposed commission.
Said Commission shall determine, after consultation
with each department purchasing hospital care, the rates
to be paid for the next fiscal year for hospital care by each
agency of the Commonwealth purchasing such care, and
the rates which are to be established for such agencies of
the Commonwealth as reimburse other local governmental
agencies; the rates of payment for non-governmental
agencies, except if an agency of the Commonwealth is
administering federal grants under rules, regulations or
policies set forth by a federal agency, the determination
of such rates shall be consistent with the federal rules,
regulations and policies, and no action shall be taken by
this Commission that would limit the amount of federal
aid for hospital care.
The Commission shall determine, after full consideration of the availability of funds and the sources of
revenues, the percentage of actual costs as determined by
the reimbursable cost statement, which shall be paid to
the various hospitals of the Commonwealth. Where funds
are available, it is recommended that full costs be paid.
This might be particularly true of programs administering federal funds exclusively, and of the Industrial Accident Board program, where private insurance company
funds are involved. Said Commission shall confer as
often as is necessary with representatives of the Massachusetts Hospital Association or similar organizations and
with individual hospital administrators and superintendents for purposes of working out acceptable agreements
with them in relation to the subject of payment of hospital
care.

It is recommended that the provisions of chapter 122,
section 18, which now relate to reimbursement by the
Department of Public Welfare for hospital care furnished to unsettled persons by local boards of health and
local boards of public welfare, and such other provisions
of the General Laws which establish flat per diem rates
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for reimbursing hospital care by agencies of the Commonwealth, should be amended so as to be consistent
with these recommendations.
Another major problem which confronts state agencies
and hospitals in the granting of hospital care to indigent
persons concerns the “free money payment” concept
which is now contained in chapter 118 (Aid to Dependent
Children) and chapter 118 A (Old Age Assistance). In
substance the free money payment provision requires that
boards of public welfare make payment for hospital care
directly to the recipient of public assistance rather than
to the hospital which furnishes the care. The Commission finds that these statutory provisions work a hardship
on the recipient of assistance, the hospital furnishing care,
and the agency administering the program. Consequently, it is recommended that chapter 118 and chapter 118 A of the General Laws be amended to provide
that local boards of public welfare on a permissive basis
may pay hospitals directly for such hospital care as may
be furnished to the beneficiaries of these programs.
Appropriate legislation is submitted herewith.
Respectfully submitted,
THOMAS H. BUCKLEY
Chairman of Administration and Finance.
J. PAUL DOYLE,
Commissioner of Correction.
VLADO A. GETTING,
Commissioner of Public Health.
CLIFTON T. PERKINS,
Commissioner of Mental Health
JOHN J. DESMOND, Jr.,
Commissioner of Education.

PATRICK A. TOMPKINS,
Commissioner of Public Welfare.
EUGENE L. GIROUX,
Chairman of Industrial Accident Board.
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PROPOSED LEGISLATION

Appendix
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A.

Commontoealtj) of fi@asoafJ)usetts

In the Year One Thousand Nine Hundred and Forty-Eight.

An Act

authorizing

tion AND

FINANCE

the commission
TO

ESTABLISH

on

administra-

RATES

FOR

REIM-

BURSEMENT FOR HOSPITAL CARE FOR PATIENTS WHOSE
HOSPITAL COSTS ARE REIMBURSABLE FROM PUBLIC FUNDS.

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

1

2
3
4

-5
-6

7
8
9
10
11

as follows:

Chapter 7is hereby amended by adding at the end
the following section:
Section 36. The commission, with the approval of
a board consisting of the commissioner of public welfare, the commissioner of public health, the commissioner of veterans’ benefits, the commissioner of
education and the chairman of the industrial accident
board, shall establish rates for reimbursement for
hospital care for patients whose hospital costs are
reimbursable from public funds. Such rates shall be
determined after statements of cost have been sub-
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12 mi tied by such hospitals as furnish care to public
13 patients, said statements of cost to be submitted not

later than February fifteenth of each year. The com-15 mission shall establish the rates for reimbursement for
14

16 hospital care, with the approval of the board, not
17 later than May thirty-first of each year.
18 The commission, with like approval, may make
19 rules and regulations for the application and ad-20 ministration of such payments of reimbursement,
21 and, with like approval, may from time to time modify
22 and amend such rules and regulations.

t:
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In the Year One Thousand Nine Hundred and Forty-Eight.

An Act

relative to

hospital

and medical expenses

IN CONNECTION WITH THE SUPPORT OF POOR PERSONS.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, asjolloivs:
1

-2
3
4
-5
6
7
8
9
10
11
12
13
14
-15
16

Section 1. Section 18 of chapter 122 of the General Laws, as most recently amended by chapter 618
of the acts of 1947, is hereby further amended by
striking out the words “five dollars per diem”, as appearing in the fifth sentence, and substituting the
following words: —■ the amounts as may be established
under section thirty-six of chapter seven of the General
Laws by the board for the purchase of hospital care,
—so that the fifth sentence will read as follows:
There shall be allowed for the support of a person in
a hospital such amounts as are determined to be the
equivalent of actual cost to the hospital which renders
support and treatment, but in no event to exceed the
amounts as may be established under section thirtysix of chapter seven of the General Laws by the board
for the purchase of hospital care.

12
1

2
3
4
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Section 2. Section 18 is further amended by
striking out the Bth sentence, which reads as follows:
Expenses incurred by a town for tonsil and adenoid
operations shall be reimbursed by the commonwealth
to an amount not exceeding fifteen dollars in the case
of any one such operation.

i
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In the Year One Thousand Nine Hundred and Forty-Eight.

An Act

relative to the payment

of

hospital

care

FURNISHED ON ACCOUNT OF DEPENDENT CHILDREN AND
THEIR PARENTS.

Be it enacted by the Senate and House oj Representatives

in General Court assembled, and by the authority

of the

same, as follows:
1
2

3
4

5
6
7
8
9
10
11

Section 2of chapter 118 of the General Laws, as
most recently amended by chapter 532 of the acts of
1945, is hereby further amended by striking out said
section 2 and inserting in place thereof the following:
Section 2. In every town the board of public welfare,
subject to the supervision of the department and in
compliance with the rules and regulations adopted by
the department pursuant to the provisions of this
chapter, shall aid every parent in properly bringing
up, in his or her own home, each dependent child if
such parent is fit to bring up such child, but no aid
shall be granted under this chapter for or on account
of any child unless (1) such child has resided in the
commonwealth one year immediately preceding the
application for such aid, or (2) such child was born

12
13
14
15
16 within the commonwealth within one

year

imme-

14
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22
23
24
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27
28
29
30
31
32
33
34
35
36
37
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41
-42
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-44
45
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48
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diately preceding such application, if its mother has
resided in the commonwealth for one year immediately preceding the birth. The aid furnished shall be
sufficient to enable such parent to bring up such child
or children properly in his or her own home, and shall
be in an amount to be determined in accordance with
budgetary standards as approved by the department,
and shall be granted from the date of application
therefor, and no person shall be denied aid under this
chapter because of the lack of a legal settlement in the
commonwealth or in the town from which such aid is
requested. Expenses for hospital care rendered to or
on account of any such parent or any dependent child
in his or her care or custody may be paid directly to
the person or hospital furnishing such services. In
the event of the commitment of any such parent to
an institution as an insane person, expenses for
medical, and other services rendered on account of
such parent or any dependent child in his or her care
or custody, including expenses of the funeral of any
such dependent child who may have died, which remain unpaid at the time of such commitment may be
paid by the town directly to the person furnishing
such services, subject to any rule or regulation of the
departmentrelative to reimbursement under this chapter. In the event of the death of any such parent, expenses for medical and other services rendered on account of such parent or any dependent child in his or
her care or custody, including expenses of the funeral
of any such dependent child who may have died, which
remain unpaid at the time of the death of such parent,
and also expenses of the funeral of such parent, may
be paid by the town directly to the person furnishing
such services, subject to any rule or regulation of the

i
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department relative to reimbursement under this
chapter. In addition, expenses for medical and other
services rendered on account of such parent or any
dependent child in his or her care or custody, including
expenses of the funeral of any such dependent child
who may have died, may be paid by the town directly
to the person furnishing such services, subject to any
rule or regulation of the department relative to reimbursement under this chapter, in any case where such
payment is necessary to discharge an obligation incurred in securing such services for such parent or dependent child. Nothing in this chapter shall be construed as authorizing any public official, agent or representative, in carrying out any provision of this chapter, to take charge of any child over the objection of
either the father or the mother of such child, or of the
person standing in loco parentis to such child, except
pursuant to a proper court order.
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In the Year One Thousand Nine Hundred and Forty-Eight.

An Act

relative to the payment of

FURNISHED

TO RECIPIENTS OF OLD AGE

hospital

care

ASSISTANCE.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:
Section lof chapter 118 A of the General Laws, as
2 most recently amended by chapter 683 of the acts of
3 1945, is hereby further amended by striking out the
4 last paragraph of such section, as inserted by section 2
5 of chapter 532 of the acts of 1945, and inserting in
6 place thereof the following paragraph:
7 Expenses for hospital care rendered to an aged per-8 son may be paid directly to the person or hospital fur-9 nishing such service. Expenses for medical and other
10 services rendered to an aged person which remain un-11 paid at the time of his commitment to an institution
12 as an insane person, or expenses for similar services
13 rendered to an aged person which remain unpaid at
14 the time of his death, and also the expenses of his
15 funeral may be paid directly to the person furnish-16 ing such services; and, in addition, expenses for
17 medical and other sevices rendered to an aged per1

)
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18 son may be paid directly to the person furnishing
19 such services, subject to any rule or regulation
20 of the department relative to reimbursement under
21 this chapter, in any case where such payment is neces-22 sary to discharge an obligation incurred in securing
23 such services for such aged person.

t

t.

