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TO THE HONORABLE SENATE AND HOUSE OF REPRESENTATIVES:

When Massachusetts Blue Shield was established thirty-two
years ago, one of its principal purposes was to assist individuals
and families in the Commonwealth to meet unexpected and financially
significant bills for medical and surgical services.

Along with this major public purpose, however, the corporation
was intended to assure the financial stability of practicing Massa-
chusetts physicians. An insurance plan which pools premiums protects
its subscribers from unusually high medical expenses. At the same
time, of course, it assures participating physicians that their
patients will be able to pay.

The importance of Blue Shield, both to the public at large
and to participating physicians, is reflected in its history and
in the current provisions of its enabling act. These elements
display a weave of active Medical Society involvement in the cor-
poration's affairs and public responsibilities imposed on the
corporation.

The Massachusetts Medical Society established Massachusetts
Blue Shield. The Executive Council of that Society, according
to Blue Shield's by-laws, constitutes the corporation's voting
members those who are entitled to elect the directors. By
the Blue Shield enabling act, the Medical Society must have
approved a majority of the corporation's directors at all times.

At the same time the Commissioner of Insurance, representing
the public at large, must approve any amendments to Blue Shield's
by-laws, and must pass on any schedule of fees payable by Blue
Shield to participating physicians. Also signifying its respon-
sibilities to the public, at least until the advent of Medicaid,
Blue Shield has provided the major health insurance coverage
available for low-income residents the so-called service bene-
fit plan.
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Historically, despite the corporation’s dual purpose, the
Medical Society's role has clearlv been dominant. Blue Shield's
corporate structure allows the Medical Society to exercise
decisive control over the corporation's activities. The only
general public review over Blue Shield comes from the Commissioner
of Insurance. Yet his authority is passive. He can only react
to corporate initiatives. Currently there exists no independent
public participation directly in the decisions and policies of the
corporation.

Blue Shield's impact on physicians is, of course, far greater
than its simply assuring income. Blue Shield does not make in-
demnity payments to subscribers. It pays for physicians' services.
Thus it can exercise significant influence over physician's fee
levels -- a major factor affecting health care costs.

The public's concern over rising health costs has grown
markedly over the past few years. Health care delivery has become
more and more a matter for direct public involvement. It is now
generally accepted in most quarters that ultimate responsibility
for the delivery of health care, and the costs of that delivery,
should no longer be left entirely to providers. The public,
whether in the form of consumer participation or governmental
authority, has an increasingly important role to play in making
decisions affecting the delivery and cost of health care.

Against this background it would be an anachronism to allow
the Medical Society to continue its exclusive role in Blue Shield
affairs. Blue Shield, because of its financing and insurance
responsibilities, necessarily makes decisions significantly af-
fecting the cost and even the form of medical service delivery.
It has a direct and serious impact on the practice of medicine
by physicians. But this same authority means that Blue Shield
also impacts on subscribers and on the public at large. And the
interests of the public and of physicians may not necessarily
always be congruent.

A corporation with such an impact on so large a segment of
the public should not be controlled by only one segment of that
public.

I am therefore submitting to you today a bill to reform the
corporate structure of Blue Shield. The bill seeks to open up
the corporate structure to direct and more active involvement by
non-physicians. It would, in effect, vest resoonsibility for
Blue Shield operations in a partnership of physicians, subscribers,
and the public generally.
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The proposed legislation requires that henceforth the
corporate membership of Blue Shield shall consist of only one-
third {instead of 100%) physicians, and two-thirds subscribers,
including non-group subscribers. This more representative body
will in turn elect the governing body, the board of directors.
The board is to consist one-third of physicians, one-third of
subscribers, including non-group, and one-third of representatives
of the general public.

In sum, the proposal I am submitting today assures proper
4 public participation along with providers in the decisions of

Blue Shield, decisions significantly affecting the delivery of
health care.

I wish to make it very clear that my proposal today is not
a response to specific abuses present within Blue Shield. Nor
is it a response to abuses that are specifically anticipated.
Public officials serve their constituency better, not by responding
to crises, but by using their authority to reform institutions, to
increase public accountability, before crises arise. The legis-
lation I am filing today is not the result of crisis. It is the
result of a conscious view of the public's appropriate role in
the health delivery system.

Enactment of this legislation will make Massachusetts Blue
Shield the most public-oriented of any Blue Shield plan in the
country. Your speedy action in approving this legislation will
continue Massachusetts' well-deserved reputation for leadership
in consumer matters. It will advance us towards our goal of
true public accountability in the health delivery system.
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In the Year One Thousand Nine Hundred and Seventy-Three

An Act to modify the organization of medical service cor-
porations.

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

SECTION 1. Section 1 of chapter 1768 of the General Laws,
as most recently amended by section 1 of chapter 543 of the acts
of 1971, is hereby further amended by inserting the following
definitions:

1
i

3
4

“Board”, the board of directors, or other body having the
power of directors, of a medical service corporation which is
elected by the membership.

5
6
7

“Membership”, the members of the corporation, or other
body having the power of incorporators, of a medical service
corporation which elects the board of such corporation.

8
9

10

SECTION 2. Section 3 of said chapter 1768, as most re-
cently amended by section 3 of said chapter 543, is hereby fur-
ther amended by striking out the first paragraph and inserting in
place thereof the following two paragraphs:

1
2
3
4

The by-laws of a medical service corporation may contain any
lawful provisions approved by the commissioner and shall pro-
vide that

5
6
7
8
9

(a) the board shall have the sole and exclusive power to make,
amend, and repeal the by-laws of such a corporation subject to
the approval of the commissioner;10

11 (b) the membership shall consist one-third of registered
physicians engaged in the active practice of medicine who are
participating physicians and two-thirds of persons who are sub-
scribers, and the two-thirds of the membership consisting of sub-
scribers under non-group medical service agreements and may
include participating providers of health services who are not
registered physicians engaged in the active practice of medicine;

12
13
14
15
16
17
18 (c) the board shall consist one-third of registered physicians

engaged in the active practice of medicine who are participating19
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physicians, one-third of persons who are subscribers, including a
person or persons who are subscribers under non-group medical
service agreements, and one-third of persons representing the
general public who may also be subscribers, and the two-thirds of
the board consisting of subscribers and the general public may
include participating providers of health services who are not
registered physicians engaged in the active practice of medicine;
and

20
21
-rt

23
24
25
26
27

(d) the one-third of the membership consisting of registered
physicians engaged in the active practice of medicine who are
participating physicians shall elect the one-third of the board
consisting of registered physicians engaged in the active practice
of medicine who are participating physicians; and the remaining
two-thirds of the membership shall elect the remaining two-thirds
of the board.

28
29
30
31
32
33
34

The by-lwas of such a corporation may define the qualifica-
tions of those persons eligible to become subscribers as provided
in section five. Any such corporation may adopt such rules and
regulations as may be consistent with the provisions of this
chapter.

35
36
37
38
39

SECTION 3. The initial selection of the membership pur-
suant to the provisions of this act of any medical service corpora-
tion in existence as of the effective date of this act shall be as
follows:

2
3
4

(a) the one-third of the membership consisting of registered
physicians engaged in the active practice of medicine who are
participating physicians shall be selected by the membership of
such corporation;

5
6
7
8

(b) one-third of the membership consisting of subscribers shall
be selected by those members of the board of such corporation
who are not registered physicians; and

9
10
.11■>

(c) one-third of the membership consisting of subscribers shall
be selected by the commissioner.

12
13

SECTION 4, Any by-laws of any medical service corporation
in existence as of the effective date of this act which are contrary
to the provisions of subparagraph (a) of the first paragraph qf
section three of chapter one hundred and seventy-six B of the

1
9

3
4
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5 General Laws, inserted by section two of this act, shall be of no
6 force and effect.

1 SECTION 5. The provisions of section two of this act insert-
-2 ing subparagraph (b) of the first paragraph of section three of
3 chapter one hundred and seventy-six B of the General Laws shall
4 take effect ninety days after the effective date of this act. The
5 provisions of section two of this act inserting subparagraphs (c)
6 and (d) of the first paragraph of section three of chapter one
7 hundred and seventy-six B of the General Laws shall take effect
8 one hundred and eighty days after the effective date of this act.
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