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To the Honorable Senate and House of Representatives:

Ladies and Gentlemen: In compliance with the joint order,
Senate, No. 1412 of 1977, the Legislative Research Council submits
herewith a report prepared by the Legislative Research Bureau
relative to the reimbursement of municipal hospitals for care
furnished to General Relief recipients.

The Legislative Research Bureau is restricted by statute to
“statistical research and fact-finding”. Hence, this report contains
only factual materials without recommendations or legislative
proposals by that Bureau. It does not necessarily reflect the
opinions of the undersigned members of the Legislative Research
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Chairman
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To the Members of the Legislative Research Council:

Ladies and Gentlemen: The joint order, Senate, No. 1412 of
1977, reprinted on the inside of the front cover, directed the Legis-
lative Research Council to investigate and study the subject matter
of Senate, No. 1391 of 1977, relative to the reimbursement of
municipal hospitals for care furnished to General Relief recipients.

The Legislative Research Bureau submits herewith such a
report. Its scope and content have been determined by statutory
provisions which limit Bureau output to factual reports without
recommendations. The preparation of this report was the primary
responsibility of Charles R. Ring of the Bureau staff.

Respectfully submitted

DANIEL M. O’SULLIVAN, Director
Legislative Research Bureau

LETTER OF TRANSMITTAL TO THE
LEGISLATIVE RESEARCH COUNCIL
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Origin of Study
Senate, No. 1412 of 1977 an order ottered by Senator Arthur H.

Tobin of the Norfolk District directed the Legislative Research
Council to study and report on the subject of state reimbursement
of cities and towns for medical care furnished to General Relief
recipients in their hospitals. Senator Tobin is concerned that the
elimination of this reimbursement has resulted in an unfair burden
on property owners in the 12 cities and towns which operate
municipal hospitals.

Cosfs of Health Care
Total expenditures for health care in this country have in-

creased from $10.4 billion in fiscal year 1950 to an estimated $90.3
billion in fiscal year 1974. About 46 percent, or $36.8 billion, is
attributed to higher prices; another 15 percent, or $12.3 billion, is
the result of population growth; and the remaining 39 percent, or
$30.8 billion, is due to the public’s increased use of services and to
a wide variety of lifesaving, but often costly, medical techniques.

In 1950 over two-thirds of personal health care costs were paid
directly by patients. During the 1950’s private health insurance
expanded rapidly and by 1960 insurance alone covered 21 percent of
the personal health care bill. During the 1960’s the government’s
share experienced its most rapid growth. This growth combined
with the continued expansion of private insurance brought the
third-party share to 65 percent and the patient’s direct share to
35 percent by 1974. In 1976 governmental assistance accounted for
42.2 percent of the total expenditures for health care with 28.6
percent from federal and 13.6 percent from state and local sources.

This national trend is reflected in the rising prices and expendi-
tures for health care in Massachusetts. Between 1969 and 1975
expenditures for health care have increased by 124 percent, rising
from $1.89 billion in fiscal year 1969 to an estimated $4.23 billion

THE REIMBURSEMENT OF MUNICIPAL HOSPITALS
FOR GENERAL RELIEF CARE

SUMMARY OF REPORT
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Hospital costs in Massachusetts have increased even faster than
the national average. Between fiscal year 1969 and fiscal year
1975 the amount spent for hospital care (the dominant factor in
the health cost picture) increased from $939 million to an esti-
mated $1.76 billion, an average annual increase of about 15 percent.
State health officials estimate that the total expenditures for hos-
pital care in Massachusetts are now increasing by as much as $225
million a year.

Right to Medical Care
Neither the Massachusetts Constitution nor the Constitution of

the United States expressly provides for the provision of health
care as a fundamental right. The Fourteenth Amendment to the
Federal Constitution stipulates that no state shall deny to any
citizen equal protection of the laws, nor deprive any citizen of fife,
liberty, or property without due process of law. Some advocates
have urged the courts to interpret these provisions in conjunction
with other constitutional language dealing with the general wel-
fare as a constitutional guarantee of a right to good health. These
arguments have generally surfaced in response to cutbacks in
governmental programs relative to medical care for indigent per-
sons but to date the courts have rejected this contention.

Much uncertainty exists as to whether there is a legal right to
medical treatment at common law. Some courts in their decisions
have asserted that if such a right does exist it is applicable only in
situations involving emergency treatment.

Massachusetts statutes do not confer a specific right to medical
care on behalf of the general populace. A pending legislative pro-
posal (House, No. 5971) would seem to establish such a right at
least in respect to emergencies. Some legal scholars are of the
opinion that the Legislature by enacting a statute exposing charit-
able corporations (including hospitals organized as such) to limited
tort liability has established a policy that a legal right to care
exists. However, the Supreme Judicial Court has not yet ruled on
this issue.

General Relief
The Massachusetts General Relief (GR) program experienced

a 49 percent increase in caseload in 1975. The average monthly

in fiscal year 1975.
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caseload in 1975 was 40,025, an increase of 13,000 over the pre-
vious year’s level. Total expenditures for GR rose from $B2 million
in 1974 to $111.7 million in 1975. Of the total 1975 expenditures
$38.7 million or 34.6 percent was for medical care, an increase of
$6.8 million over 1974 medical expenditures. Increases in total
expenditures and medical care reflect both the high unemployment
rate and the elimination of federal price controls relative to medical
fees and rates.

In response to the rapid rise in both the GK caseload and medical
expenditures the Legislature acted in 1975 to limit both eligibility
requirements and medical benefits. Chapter 618 of the Acts of 1975
eliminated from the General Relief rolls (1) childless individuals
who have been determined to be employable, (2) students regu-
larly attending school beyond the secondary level, (3) families
awaiting the receipt of unemployment compensation or AFDC
benefits, and (4) applicants who are eligible for veterans benefits.
The fiscal 1976 budget, Chapter 684 of 1975, subsequently elimi-
nated payments for medical care for an estimated 27,292 persons
deemed unemployable by the state and thus eligible for General
Relief.

In December of 1975 the Legislature restored payments for life-
sustaining drugs. In June of 1976 the fiscal year 1977 budget act
reestablished part of the GR medical programs. The new program
of limited GR medical services included physician office visits,
basic dental care, drugs, laboratory fees, durable goods, eye care
and home health care. Not restored was reimbursement for insti-
tutional care in hospitals and nursing homes, outpatient hospital
visits (except for the cost of drugs), transportation, private duty
nursing, psychological testing, and physical, speech, and occupa-
tional therapy. At the present time, Senator Arthur H. Tobin is
attempting to provide $ll million in the pending supplementary
budget for reimbursement of municipal hospitals for General Relief
expenses.

The legislative action has had a major impact on the composition
of the GR caseload. Whereas employables represented 43.4% of
the caseload in July of 1975 employables accounted for only 1.6
percent one year later. Average monthly caseload declined 25 per-
cent during fiscal 1976 and at the end of the fiscal year less than
20,000 people were receiving benefits.
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Many of the twelve municipal hospitals in the state (Amesbury,
Boston, Cambridge, Danvers, Haverhill, Marblehead, Needham,
Peabody, Quincy, Salem, Springfield and Worcester) have experi-
enced dramatic increases in the level of uncompensated medical
care which they are furnishing. Some of these hospitals, most
notably Boston City Hospital, have lost millions of dollars as a
result of the elimination of the GK reimbursement. Those cities
and towns with hospitals that are incurring large losses are having
an increasingly difficult time providing adequate funds to maintain
the quality of care and facilities necessary for the continued
operation of such hospitals. The seriousness of the situation caused
by the withdrawal of funding for GK has undoubtedly impressed
officials at the Department of Public Welfare. The agency has
requested $33.9 million in its fiscal year 1979 budget request to
reimburse hospitals. Of this amount 76 percent would be distributed
to private hospitals and 34 percent to municipal hospitals, with
the major portion thereof being allocated to the Boston City Hos-
pital.

In the opinion of some attorneys withdrawal of state aid to
municipal hospitals for General Relief medical services does not
constitute a violation of the equal protection of the laws clause
of the Constitution. This view rests on the grounds that there is
no statute requiring municipalities to maintain hospitals or to pro-
vide medical assistance to the indigent. However legal officers of
the City of Boston maintain that such action is constitutionally
impermissible in that it violates (a) Article X of the Declaration
of Rights and (b) Part the Second, Chapter 1, Section 1, Article
IV relative to proportional taxation.

Constitutional Issues
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Senate, No. 1412 of 1977, an order offered by Senator Arthur H.
Tobin of the Norfolk District and adopted by the General Court,
directed the Legislative Research Council to study and report on
the subject of state reimbursement of cities and towns for medical
care furnished to General Relief recipients in their hospitals.
Among its terms the order directed the Council to examine (1)
the financial aspects and service areas of each such hospital, (2)
the additional financial burden imposed by serving non-resident
welfare cases, and (3) the constitutionality of assessing such costs
upon the taxpayers of the municipalities owning and operating such
hospitals.

Previous to the filing of the study directive, Senator Tobin sub-
mitted Senate, No. 1391 for consideration by the 1977 legislative
session. This measure would amend Chapter 58 of the General
Laws by adding section 18D to require state financed assistance
to cities and towns with municipal hospitals in an amount equal
to 15 percent of the appropriation of each hospital. The Senator
was prompted to offer such a bill because he is convinced that the
elimination of reimbursement for hospital care furnished to
General Relief recipients has resulted in an unfair burden on
property owners in those cities and towns which operate municipal
hospitals. Similarly, Representative Elaine Noble of Boston filed
House, No. 2204 of 1977 which would amend Chapter 117 of the
General Laws to provide for state reimbursement of any general
acute hospital with greater than nine percent of its total inpatient
beds occupied by people without means of payment. This proposal
would take effect retroactively to January 1, 1976. Both bills are
currently before the Committee on Ways and Means of the respec-
tive chambers.

Evaluating the costs incurred by the hospitals in treating
General Relief recipients was complicated by the fact that the
majority of the hospitals do not maintain records from which this
information can be determined. In lieu of exact information, the
Bureau was forced to use figures available for the year previous
to the elimination of hospital reimbursement to estimate the cur-

CHAPTER I. INTRODUCTION

Origin and Scope
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rent costs to the hospitals. The number of non-resident General
Relief recipents utilizing the hospitals was equally difficult to
determine. Only Cambridge City Hospital was able to supply infor-
mation correlating patients’ places of residence with method of
payment. A 1975 patient origin study conducted by the Massachu-
setts Hospital Association demonstrates the regional nature of the
hospitals. However, the study omits any data relative to the legal
domicile of the non-resident patients who were General Relief
recipients.

The report opens with an examination of recent national and
local trends in the cost, type, and source of payment for medical
care. Public provision of medical care is discussed in common law,
statutory, and constitutional terms. Internal Revenue Service re-
quirements for provision of free care by hospitals are treated and
both national and state experiences under the federal Hill-Burton
Hospital Construction Act are reviewed.

Services (and the cost thereof) provided under the Massachu-
setts General Relief program both before and after the elimination
of hospital and nursing home reimbursement are included. Studies
of the effect of the 1975 General Relief restrictions, a recent study
by the Federal Reserve Bank of Boston, and the most recent esti-
mate of the cost of restoring hospital and nursing home care to
General Relief recipients are cited. Facilities and services provided
by municipal hospitals both nationally and in Massachusetts are
summarized. Problems facing Massachusetts municipals (patient
population, financing problems, and losses from General Relief
cutbacks) are dealt with individually. In the final chapter constitu-
tional and equity considerations of assessing the cost of non-resi-
dent welfare cases on towns and cities operating municipal hos-
pitals are examined.
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Since 1965 expenditures for health care have increased markedly
in both relative and absolute terms. The cost of medical services
rose almost 50 percent faster than did all consumer prices from
1965 to 1971, after which imposition of federal price controls
temporarily slowed the rate of increase in the medical sector. In
April 1974, federal controls were lifted and medical prices began
to increase rapidly, in part due to a catch-up phenomenon. In 1975,
the Department of Labor’s medical care index increased 12 percent
over 1974 while the overall Consumer Price Index rose 9.1 per-
cent. In absolute terms, total expenditures for health care in this
country have increased from $10.4 billion in fiscal year 1950 to
an estimated $90.3 billion in fiscal year 1974. Of this 24-year rise,
about 46 percent, or $36.8 billion, is attributed to higher prices;
another 15 percent, or $12.3 billion, is the result of population
growth; and the remaining 39 percent, or $30.8 billion, is due to
the public’s increased use of services and to a wide variety of life-
saving, but often costly, medical techniques. 1

Community hospital expenses per adjusted patient day a
measure which includes the volume of outpatient visits have
advanced rapidly since 1960. Technological changes, increased
demand, and the mounting costs of labor and supplies have con-
tributed to this development. During the 1974-75 period wage in-
creases were responsible for more than one-third of the escalation
in hospital expenses. Higher prices paid for goods and services
accounted for 16 percent. Thus, over half the cost rise during this
period can be attributed to the additional expense necessary to
maintain the same level of hospital services. The hiring of addi-
tional staff to meet a greater demand for services accounted for
another 15 percent of the overall cost increase.2

Hospital expenses constitute both the largest portion of health
care expenditures and represent the greatest increase in cost. From

CHAPTER 11. FINANCIAL ASPECTS OF HEALTH CARE

Health Care in the United States

'The Size and Shape of the Medical Care Dollar, U.S. Department of
Health, Education & Welfare, No. (SSA) 76-11910, 1975, p. 6.

2 Ibid.
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1965 to 1975 expenditures for hospital care in the United States
increased from $13.6 billion to $46.6 billion. In the five years prior
to the federal Economic Stabilization Program (price control),
hospital prices rose at a rate of 13.1 percent annually. An annual
increase of 6.8 percent occurred from fiscal year 1971 through
fiscal year 1974. In the 12 months following the end of controls
hospital prices rose at a rate of 17.6 percent. 1

Personal health care is financed directly by patients and various
third parties. Among the third-party providers are private health
insurance organizations (Blue Cross/Blue Shield, commercial
insurance, and independent plans), federal, state and local govern-
ment programs, philanthropy, and private industry (through in-
plant health services).

In 1950 over two-thirds of personal health care costs were paid
directly by patients. During the 1950’s private health insurance
expanded rapidly and by 1960 insurance alone covered 21 percent
of the personal health care bill. During the 1960’s the government’s
share experienced its most rapid growth. This growth combined
with the continued expansion of private insurance brought the
third-party share to 65 percent and the patient’s direct share to
35 percent by 1974. Between 1970 and 1976 public expenditures for
health care in this country increased $25.4 billion to $58.8 billion,
an increase of 131.7 percent. In 1976 governmental assistance
accounted for 42.2 percent of the total expenditures for health care,
with 28.6 percent from federal and 13.6 percent from state and
local sources. 2 Public expenditures have increased over 800 percent
between 1960 and 1976.

Third-party sources pay a large proportion of changes for
hospital care and physicians’ services. Only 11 percent of the total
outlay for hospital care was paid directly by patients in 1974; more
than half was financed by government programs. For physicians’
services, the third-party contribution was less but still significant
(51 percent).

For other services and supplies, the patient pays a much larger

1 Georgetown University Health Policy Center, A Health Block Grant fc
Personal Health Services: The State Perspective, Washington, D.C.. 197'
p. 10.

2 Tax Foundation, Inc. Monthly Tax Features, Vol. 21, No. 5, June 19'
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share. About 86 percent of the amount spent for dental care and
out-of-hospital drugs was paid directly by patients. Direct pay-
ments financed 46 percent of spending for other health services,
including eyeglasses and appliances, nursing home care and other
professional services. Most of the 54 percent third-party share for
other services consisted of government spending for nursing home
care and for military field and shipboard medical units.

This national trend is reflected in the rising prices and expendi-
tures for health care in Massachusetts. Between 1969 and 1975
expenditures for health care have increased by 124 percent, rising
from $1.89 billion in fiscal year 1969 to an estimated $4.23 billion
in fiscal year 1975. This represents a per capita expenditure by
Massachusetts residents of $744 in fiscal year 1975, compared with
a per capita expenditure for the entire country of $596. As a per-
centage of the Gross State Product (GSP), health expenditures
have risen from 6.85 percent in 1969 to an estimated 10.15 percent
in fiscal year 1975, and are expected to increase to almost 11 per-
cent of the GSP in fiscal year 1976.1

Hospital costs in Massachusetts have increased even faster than
the national average. For the 12-month period following the end
of federal economic controls in April 1974, hospital room and board
charges in the state increased 16.7 percent; charges for ancillary
services rose 21.1 percent; and total charges by 18.5 percent. The
increases represent increases in the accounts charged to patients
for hospital services. Actual costs incurred by the hospitals in pro-
viding these services advanced at slightly lower rates. On a per
diem basis room and board costs rose 14.1 percent, ancillary costs
19.1 percent and total costs 16.0 percent. 2 During this same period,
the Consumer Price Index for the Boston area rose only 9.4 per-
cent. A comparison of the per diem charges for a semi-private
room in three representative Massachusetts hospitals is presented
in the following table:

Health Care in Massachusetts

i Massachusetts Health Funds Flow Project, a joint project of the Depart-
ment of Public Health, the Massachusetts Rate Setting Commission, the
Department of Public Welfare, and the Department of Mental Health.

2 Massachusetts Rate Setting Commission
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for Three Hospitals

1970 1971 1972 1973 1974 1975

Hospital X $BB.OO (N/A) $96.00 $104.00 $125.00 $140.0
(a large Boston teaching
hospital)

Hospital Y $57.00 $64.00 $66.00 $68.00 $76.00 $85.0
(a suburban hospital)

Hospital Z $56.75 $62.75 $62.75 $62.75 $82.78 $82.1
(a community hospital
in western

Massachusetts)

Source: Massachusetts Department of Public Health, Office of Comprf
hensive Health Planning.

In 1974 expenditures by the 199 public and private hospitals in
Massachusetts totalled almost $1.55 billion, an increase of almost
$297 million over the 1973 outlay. Between fiscal year 1969 and
fiscal year 1975 the amount spent for hospital care in the Common-
wealth increased from $939 million to an estimated $1.76 billion,
an average annual increase of about 15 percent. 1 State sources
estimate that the total expenditures for hospital care in Massa-
chusetts are now increasing by as much as $225 million a year.

In fiscal year 1975 Massachusetts residents spent directly, out
of pocket, over $1,379 billion on such items as drugs, physician
services, home health care, dental services, and eyeglasses in
addition to health insurance premiums. These costs represent a per
capita expenditure of $243 for 1975. State and local expenditures
were similar to the national average and the proportion paid by
the federal government was 22 percent in Massachusetts versus 28

Table 1. Per Diem Charges for Semi-Private Rooms

i Ibid.
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percent nationwide. As indicated by the following Table 2, private
insurance underwrote 32 percent of the burden, or $1.4 billion.

Source: Massachusetts Health Funds Flow Project.

Data for fiscal year 1973 (the most recent year for which com-
plete data is available) indicate that Massachusetts residents pay
a higher percentage of health costs for (a) hospital care, (b)
nursing home care and (c) drugs, than does the nation as a whole
(42 percent versus 39 percent, 9 percent versus 7 percent, and 12
percent versus 8 percent, respectively) and a smaller share for
physicians (14 percent versus 19 percent). Health care expendi-
tures in Massachusetts in 1973 were allocated as shown in Table 3
below.

Table 2. Distribution of Massachusetts Health
Expenditures, By Source of Funds, 19751

(In Millions)

1 Figures exclude research, construction and education.
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Table 3. Massachusetts Expenditures for Health Care, 1973
(In Millions)

Type of Services Expenditures Total Expenditures
Hospital Care $1,342 42%
Physicians’ Services 468 14%
Dentists’ Services 195 6%
Other Professionals 38 1%
Drug and Drug Sppplies 374 12%
Eyeglasses and Appliances 60 2%
Nursing Home Care 288 9%
Administration 227 7%
Other Health Services

and Supplies 230 7%
Miscellaneous 6 Less than 1%

Source: Massachusetts Health Funds Flow Project.

Most of the increase in the Massachusetts health budget has
been due to the state’s medical assistance program. Through these
programs the state pays in whole or in part for medical care pro-
vided to individuals and families in the low income population.
In fiscal year 1975 the state paid $520,511,000 through Medicaid
to welfare recipients and an additional $38,655,000 for services
to people receiving General Relief. These expenditures were dis-
tributed among different types of services providers as shown
below.

Table ). Massachusetts Distribution of Expenditures
in Medical Assistance

(Title IX Only) Program by Type of Vendor
July 1,197) - June 30,1975

Percentage
Type of Vendor Expenditures of Total

Hospitals l $189,970,000 36.5%
Nursing Homes 110,000,000 21.1%
Physicians 31,698,000 6.1%
Drugs 28,501,000 5.5%5.59
Dentists 24,500,000 4.79
Other Medical Institutions- 109,736.000 21.1'
Other 3 26,106,000 5.0'

1 Chronic and acute.
2 includes mental hospitals and outpatient departments.
3 Includes clinic services, home health, and other medical service:

Source: Massachusetts Department of Public Health, Health Data Annual
1976, Vol. 3, No. 1.
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(Adult-Medical) Program by Type of Vendor
July 1,1971 f - June 30,1975

Percentage
Type of Vendor Expenditures of Total

Hospitalsl $26,634,000 68.9%
Physicians 3,943,000 10.2%
Outpatient Departments

and Clinics 3,981,000 10.3%
Dentists 1,585,000 4.1%
Drugs 1,546,000 4.0%
Other 2 966,000 2.5%

Table 5. Massachusetts Distribution of Expenditures
in General Relief

1 Chronic and acute.
2 Includes nursing homes, family planning, laboratory and radiology

services, and other medical services.

Source: Massachusetts Department of Public Health, Health Data Annual
1976, Vol. 3, No. 1.
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A legal right to medical care exists when two conditions are
met: (1) there exists an obligation under law for medical pro-
viders to give medical care to particular persons (or persons in
general); and (2) the beneficiaries of this obligation have legal
recourse to enforce it, or to collect damages for failure to provide
care. Under common law, there is no duty on the part of medical
professionals or institutional providers to give medical care even
in an emergency situation. The exceptions to this rule depend on
the circumstances of the particular case. In the case of Wilmington
General Hospital vs. Manlove} the Supreme Court of Delaware
held that where the emergency was “unmistakable,” and the ill
person has “relied” upon a well-established custom of the hospital
to render aid in such a case, the hospital has a duty to give emer-
gency medical care, and damages may be sought upon breach of
that duty.

This ruling, while affirming an obligation on the hospital’s part
to provide care, is difficult to apply under different circumstances.
Terms such as “unmistakable,” “well established custom” and
“reliance” are open to varying interpretations. Moreover, Manlove,
like malpractice actions in general, requires proof of damage as
a result of the hospital’s failure to recognize its duty. If the
patient is able to get care at another hospital in time to avert the
injury to his health, then the first hospital is not liable for denial
of the patient’s “right” to medical care. By this criteria a patient
can not assert his “right” to medical care until the damage has
already occurred to his health.

Another exception to the general rule is when the provider has
commenced treatment. Some courts have held that once a doctor
or hospital has undertaken treatment, there is a duty to continue
treatment until the person’s illness has been cured or the person
can be safely transferred to another hospital. However much
diversity exists among the judiciary as to the type of action or
activity constituting “commencement of treatment.” Thus, in one

CHAPTER 111. LEGAL RIGHT TO MEDICAL CARE

CommonLaw

1 54 Del. 15, 174 A2d 135 (1961).
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case an appeals court held that the jury should decide whether
treatment commenced when a nurse at the hospital called a doctor
outside the hospital on the telephone. 1

Until 1969, the Internal Revenue Service (IRS) held that a
hospital qualified as a charitable organization under Sections
501(a) and (c) (3) of the Internal Revenue Code of 1954 (26 USC
501) only if it provided free or below-cost service to indigent
patients. Prior to 1956, the IRS contended that exemption as a
charitable organization should be denied when a hospital charged
for its services. Even financially solvent patients had to be pro-
vided free care in order to qualify. Both the United States Court
of Appeals for the Fifth Circuit and the Tax Court rejected this
position. 2 At the same time, these courts noted that exempt status
required admission and treatment to those unable to pay.

In a 1956 revenue ruling3 the IRS set out the requirements that a
hospital must meet to constitute a public charitable organization.
Such classification, according to the IRS, “contemplated an im-
plied public trust constituted for some public benefit.”4 To qualify,
the institution must be “organized as a nonprofit charitable organi-
zation for the purpose of operating a hospital for the care of the
sick.” Secondly, “to the extent of its financial ability,” a hospital
had to provide services free of charge to indigents.5 Those able to
pay could be charged for services rendered. A relatively low
charitable case load was acceptable “in the absence of charitable
demands of the community.”6 In such a situation the require-
ments may be satisfied through the provision of services at re-
duced rates. However, mere acquiescence by the hospital in the
failure of some patients to pay for services rendered was in-
sufficient charitable activity, if the hospital operated with the
expectation of full payment by all patients. 7

Federal Tax Exception re Charitable Corporations

1 O’Neill v. Montefiore Hospital, 202 NYS 2d 436 (1960), 11 AD 2d 132.
2 Commissioner v. Battle Creek, Inc., 126 F. 2d 406 (sth Cir. 1942); Davis

Hosp., Inc., P-H Tax Ct. Mem. para. 45,097 at 45-348.
3 Rev. Rul. 56-185, 1956-1 Cum. Bull. 202.
4 Ibid., 203.
5 Ibid.,
6 Ibid., 204
7 Ibid., 203.
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In 1969, there was a dramatic shift in the position of the IRS.
Revenue Ruling 69-545 allowed an exemption if the articles of
organization of a hospital limited the institution to charitable pur-
poses, if the hospital operated a full-time emergency room that
was available to all requiring emergency care without regard to
ability to pay, and if it provided health services to those able to
pay (including Medicare patients). If these criteria were met, a
hospital was to be viewed as charitable, even though it ordinarily
limited its admissions to financially solvent patients or Medicare
recipients and referred others to community hospitals that per-
formed gratuitous services. This ruling rested on the premise that
the promotion of health was per se a charitable purpose and
should be deemed beneficial for the entire community, even if
certain segments of the community such as indigents were
excluded.

In 1974, a Kentucky welfare organization sought to prevent the
use of Revenue Ruling 69-545 in qualifying hospitals as charities.
It contended that the failure of the new ruling to require treat-
ment of indigents was contrary to congressional intent and to
relevant judicial, legislative, and administrative history on the
matter. In Eastern Kentucky Welfare Rights Organization v.
Simon, the Court of Appeals for the District of Columbia Circuit
rejected these contentions and upheld the 1969 ruling. 1

The court ruled that the word “charitable” as used in Treasury
regulations permitted a definition far broader than mere aid to
indigent members of society and included the concept of health
care.2 While hospitals were once “almshouses supported by philan-
thropy providing care primarily for the poor,” the soaring costs
of medical care and growing use of hospitals by all segments of
society had radically changed the nature of the institution.
Furthermore, the court pointed out that the growth of Medicare
and Medicaid had eliminated the requirement of ordaining free
hospitalization. 3

1506 F. 2nd 1278 (1974). The Supreme Court vacated and remanded to the
district court, finding that plaintiffs lacked standing. 44 U.S.L.W. 4724
(June 1, 1976).

-Ibid., at 1278, citing Restatement (second) of Trusts, s. 368 (1959); 4 A
Scott, The Law of Trusts, s. 368 (3d ed. 1967).

i Ibid., at 1288,
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The court noted that under the 1956 ruling, which required the
rendering of free services only to the extent of a hospital’s financial
ability, a hospital operating at a deficit had no obligation to the
poor. The 1969 ruling, however, required hospitals to provide
services to indigents in the form of free emergency care; this re-
quirement was without qualification. Also, the 1969 ruling required
the acceptance of Medicare and Medicaid patients to obtain exempt
status. On these grounds, the court suggested that the 1969 ruling
provided greater benefit to the poor than its predecessor. 1 . It con-
cluded the ruling was a proper interpretation of the term “chari-
table” as used in section 501(c) (3) and the regulations.2

The Supreme Court granted certiorari in this case but failed to
reach the question of the validity of Revenue Ruling 69-545. Thus,
the issue is still to be resolved. However, in a subsequent opinion
the United States Court of Appeals for the Sixth Circuit questioned
whether mere compliance with the 1969 Revenue Ruling will be
sufficient to obtain a tax exemption.3 In Harding Hospital, Inc.
v. United States, the court in denying an exemption cited (a) the
failure of the hospital to hold itself out to the public as a chari-
table institution, (b) the lack of public donations to the hospital,
and (c) the failure of the hospital to establish a specific plan or
policy for the treatment of charity patients. Although uncompen-
sated services ranged between four and almost eight percent of its
revenue, the hospital treated patients as charitable cases only after
their funds were exhausted.

The opinion does not indicate whether there was emergency
room service for all persons regardless of financial status, but the
type of psychiatric treatment exclusively rendered by the hospital
implied that an emergency facility was not necessary for medical
purposes. Thus, it is not clear that the failure to establish a
specific plan or policy for the treatment of charity patients would
constitute a ground for a section 501(c) (3) exemption when an
emergency room is provided. The court specifically declined to
determine whether emergency treatment alone is sufficient.

Consequently, it is unclear as to what extent free medical care
must be provided to qualify under IRS regulations. Free emergency

1 Ibid., at 1289.
2 Ibid., at 1290.

3 Harding Hospital, Inc. v. United States, 505 F. 2d 1068 (6th Cir., 19741
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care is a minimum. When this care is not required by the special-
ized medical pursuits of the hospital, some specific plan for poor
relief may be required as a substitute.

Hill-Burton Act
Throughout the Depression and World War 11, few hospitals

were built in the United States and many existing hospitals
became obsolete. Convinced that a shortage of hospitals existed
on a national basis, Congress passed the Hill-Burton Hospital
Survey and Construction Act in 1946.1 The Act marked the first
federal intervention in the health field beyond the provision of
health care to the military and naval forces of the United States.

In addition, the nation witnessed a maldistribution of health
care facilities and services. About 40 percent of the counties in the
country with an aggregate population of 15 million had no regis-
tered hospitals; 845 counties lacked a public health nurse and only
528 of the 3,000 rural counties offered full-time public health
services (often ill-equipped and located in musty basements of
county courthouses). The number of physicians was estimated at
67 for every 100,000 population in counties without hospitals,
while there was over two and one-half that number in counties
with hospitals. Approximately 80,000 doctors provided medical
care for the entire population but the availability of hospitals and
modern equipment as well as the wealth of communities were cited
as factors which influence the distribution of doctors.

To overcome the existing deficiencies, an additional 166,000
general hospital beds, 191,000 beds for mental patients, and 44,000
beds for persons with tuberculosis would be necessary. 2

The Act authorized grants to states for: (1) surveying needs and
developing state plans for the construction of hospitals and public
health centers and (2) assisting in constructing and equipping
needed public and voluntary nonprofit general, mental, tuber-
culosis and chronic disease hospitals, and public health centers.
Within the framework of a federal-state partnership, the states
were required to establish Hill-Burton agencies to determine the

i Public Law 79-725, Title VI of Public Health Service Act, August 13, 1946
60 Stat. 1041.

2 c. H. Woodring, The Nation’s Health, Editorial Research Report, March
1945.
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state’s needs and to administer those projects approved and funded
by the Department of Health, Education and Welfare (HEW).

Included in the law were two important provisions. The Act
provided that “before approval of an application for a project is
recommended by a state agency to the Surgeon General for
approval under this part, assurance shall be received by the state
from the applicant that (1) the facility or portion thereof to be
constructed or modernized will be made available to all persons
residing in the territorial area of the applicant; and (2) there
will be made available in the facility or portion thereof to be con-
structed or modernized a reasonable volume of services to persons
unable to pay therefor, but an exception shall be made if such a
requirement is not feasible from a financial viewpoint.” However,
no grantee has been permitted to waive the obligation, and as a
result, over 6,000 health institutions have received some 11,000
grants for which they promised to provide a reasonable volume of
free or below-cost service to the poor. 1 These grants reflect a
disbursement of $3.8 billion in Hill-Burton funds to the states as
of June 30,1973.

The implementing regulations for the free service and com-
munity service obligations promulgated in 1947 were phrased in
precatory language, without any provision for enforcement either
by the supervising state agency itself or by private sources. Until
1972, there was no requirement that the facilities which had re-
ceived Hill-Burton funds file reports showing the level of un-
compensated medical services they were providing. It was pre-
sumed that the recipients were honoring their assurances to pro-
vide free care and to be open to all persons in their territorial
area. A series of lawsuits during the 1970’s prompted HEW to
issue regulations defining a “reasonable” level of free care and the
obligations entailed in the community service assurance.

The free service regulation became effective on November 4,

1972. Pursuant to this regulation state plans were to be amended
to include provisions in five areas; (1) eligibility for free and
below cost service; 2 (2) a mechanism by which the levels ol

1 Marilyn G. Rose, Federal Regulation of Services to the Poor under the
Hill-Burton Act: Realities and Pitfalls, Northwestern University Lav
Review, Vol. 70, No. 1, March-April, 1975,

242 C.F.R., s. 53.111(g).
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uncompensated services would be set;1 (3) an annual evaluation
requirement; 2 (4) a complaint mechanism; 3 and (5) procedures
and sanctions for violations.4 The state agencies thus became
responsible for implementing the regulation. HEW retained super-
visory power to approve state plans, 5 to consider appeals from
state agency actions both in setting levels of free service and
resolving complaints, 6 and to review annual evaluations of the
performance of each facility.

Most states delayed amending their plans to include these pro-
visions for a period of 18 to 24 months. This delay meant that
hospitals in those states did not have to comply with the new
regulations for an additional two years. The quality of the plans
varied by state, many failing to establish procedures for enforce-
ment or prescribe sanctions for violations.

The 1972 HEW regulation defining presumptive compliance
guidelines for fullfillment of the “free service” obligation7 reads
as follows:

An applicant which for a fiscal year (1) budgets for the sup-
port of, and makes available on request, uncompensated services
at a level not less than the lesser of 3% of operating costs or 10rt
of all federal assistance provided to or on behalf of the applicant
under the Act, or (2) certifies that it will not exclude any person
from admission on the ground that such a person is unable to
pay for medical services and that it will make available to each
person so admitted services provided by the facility without
charge or at a charge below reasonable cost which does not
exceed any such person’s ability to pay therefore . . . shall be
deemed in presumptive compliance with its assurance. 8

While the regulation authorized exceptions from the express
standards, on the other hand the state agency was foreclosed from
imposing stricter requirements in the case of hospitals whose
financial position would permit a greater level of free services.

i lbid, s. 53.111(h) (1).
2 Ibid., s. 53.111(0 (1) (ii).
iJbid., s. 53.111(i) (1) (i).
4 Ibid., s. 53.111 (i) (3).

"’42 U.S.C., s. 291d(b).
«42 C.F.R., s. 53.111(h) (6) and (j) (1)
1 This obligation is limited to 20 years from the opening of the facility or

the portion thereof receiving the grant. 42 C.F.R., s. 53.111(a) (1975).
8 42 C.F.R., s. 53.111(d).
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In computing the amount of free service provided, the Federal
District Court for the Southern District of New York in Corum
v. Beth Israel Medical Center held that bad debts are not to be
included:

The only services for which the satutory assurance is received
are those provided to persons who are “unable,” not merely un-
willing to pay. Bad debts incurred by the hospitals from persons
not covered by the statute are an expense of operating which
they must bear themselves. l

HEW complied with this order by issuing a policy memorandum
requiring the determination of eligibility for free care to be made
prior to the provision of services.2 Such a policy increased the
opportunity for hospital care for the indigent by eliminating the
pre-admission deposits required by many institutions from people
withoutacceptable insurance.

With respect to the community service provision, in 1975 HEW
amended that section to incorporate the following change:

In order to comply with its community service assurance, an
applicant must:

(2) (i) Make arrangements, if eligible to do so, for reimburse-
ment for services with: . . . (b) those federal govern-
mental third-party programs, such as Medicare and
Medicaid, to the extent that the applicant is entitled to

reimbursement at reasonable cost
...

3

This change came in response to a court decision which held that
“the exclusion of persons covered by the Medicaid program . . .

constitutes a denial of service to persons in the territorial area,
and consequently a violation of the ‘community service’ obligation
of the defendant hospital.” 4 A 20-year limitation for mandatory
Medicaid participation was included in the regulations 5 but was
invalidated in subsequent litigation.6

1 373 F. Supp. 550, at 557.
240 Fed. Reg.10686 (1975).

3 42 C.F.R., s. 53.113(d) (2) (1975).
4 Cook v. Oshsner Foundation Hospital, 61 F.R.D., 354, at 356 (E.D. La

1972).
5 42 C.F.R., s. 53.113(a) (1975).
6 Cook v. Oshsner Foundation Hospital (unreported opinion, E.D, La.

March 12, 1975).
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In 1974 the Hill-Burton Program was subsumed by Public Act
93-641, the National Health Planning Resource and Development
Act. All funds which had been appropriated by Congress and which
had not been obligated by September 30, 1976 reverted to the
United States Treasury. However the states’ responsibilities in
regulating past recipients of funds continues to the present day.

The Hill-Burton Act is a potentially powerful tool for the poor
in gaining access to health care services. Experience to date indi-
cates that the Act has not been effective and has failed to serve
the poor in the manner in which it was intended. A 1973 American
Hospital Association survey of approximately 187 nonprofit Hill-
Burton hospitals revealed that approximately 70 percent of the
facilities had not met the presumptive compliance guidelines at that
time.1

The factors limiting the Act’s effectiveness are: (1) the exising
hospital system whereby patients are normally admitted only upon
the orders of private physicians, to whom the poor are unlikely to
have access; (2) interpretations of the regulations which constrict
the amount of services rendered to the poor under the Act; (3)
lack of enforcement by state Hill-Burton agencies which are
charged with this responsibility; (4) inadequate notice to the poor
of the availability of free services, and no affirmative outreach
efforts by hospitals; and HEW’s failure to effectively administer
the Act. 2

In September of 1974 the Massachusetts Department of Public
Health published its “Regulations Requiring a Minimum Level of
Uncompensated Medical Services in Massachusetts.” The pre-
sumptive compliance guidelines are identical to the 1972 HEW
regulations. Recipients of grants must comply with these regula-
tions for a period of 20 years following completion of the construc-
tion project. Recipients of loans or loan guarantees are required
to comply for the life of the loan. Not later than 120 days after
the end of its fiscal year each applicant must submit a statement

Massachusetts Regulations

1 Provision of Free Medical Services by Hill-Burton Hospitals, 8 Harvard
Civil Rights - Civil Liberties Law Review 351 (19'
Marilyn G. Rose, Federal Regulation of Services to the Poor under thk

Hill-Burton Act: Realities and Pitfalls, Northwestern University Law-
Review, Vol. 70, No. 1,March-April 1975.
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petitioning the Department to set for it one of the three levels of
presumptive compliance. If the applicant is seeking an individual-
ized level of uncompensated services, 1 it must provide both a justi-
fication that such lower level of uncompensated services is reason-
able under the circumstances and a plan to increase such uncom-
pensated services to meet the presumptive compliance guidelines.
Facilities subject to one of the presumptive compliance guidelines
which have not provided an amount of uncompensated services
equal to the level designated must submit an affirmative action
plan utilizing press releases, fund raising efforts, or other appro-
priate means to insure that the facility will meet its obligations.
Facilities subject to either the 3 percent or 10 percent options
which fail to provide the level of services required must add the
difference between the amount provided and the amount budgeted
to their next year’s level of uncompensated services budget.

To include the costs of a patient’s care in its Hill-Burton obliga-
tion a facility must make a written determination prior to the pro-
vision of the services that the person is unable to pay for treat-
ment. Exceptions to this rule are permitted (a) when there has
been a change in the patient’s financial position as a result of his
illness, (b) if services were furnished on an emergency basis, and
(c) when the determination was hindered or delayed by reason of
erroneous or incomplete information. Hill-Burton free care is
available to those patients who meet the following qualifications:
(1) pei’sons whose total annual family income after taxes does not
exceed $4,000 plus $6OO per dependent, whose family meets all
other financial requirements established by the state Medicaid
program but who is not currently enrolled in a public assistance
program providing medical benefits, and whose family has either
none or only partial third-party insurance coverage; or (2) per-
sons whose total family income exceeds the above maximum but,
given the extent of third-party coverage available, the size of the
patient’s family, and the family’s other financial obligations and
resources, the reasonable cost of medical services provided would
impose an unreasonable financial burden on the responsible party.

1 The individualized level can be objected to by the facility, interested
parties residing in the area, or any person or organization on behalf of
such parties, by writing to the Department within 20 days of the pub-
lication of the level detemination.
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In non-emergency cases priority is to be given to people falling
within the first category.

Recipient facilities must post notices (multilingual where the
applicant serves a multilingual community) informing the public
of the facility’s Hill-Burton obligation. If a facility is in violation
of the regulations, the Department of Public Health may impose
the following sanctions: (1) formulation of an affirmative action
plan to assure compliance, (2) require the facility to render un-
compensated services to an individual found to be wrongly denied,
(3) require the facility to render uncompensated services equal
to the difference between the established level and the amount
actually provided, (4) publish notification of noncompliance in a
newspaper of general circulation in the area served by the facility,
(5) file reports of noncompliance with the Department of Health,
Education and Welfare, (6) revoke a facility’s license under the
provisions of Massachusetts General Laws, c. 111, s. 51 et. seq.,
and (7) institute court action to enforce provisions of the regula-
tions.

The Department of Public Health published its Massachusetts
Hill-Burton Community Service Regulations on June 18, 1975.
The length of time the facilities must comply with these regula-
tions is determined according to the same criteria used in the un-
compensated care regulations. Each facility must file a com-
pliance plan with the state Hill-Burton agency and it will be
bound by this plan throughout the period in which compliance is
required unless the applicant’s admission policy changes.

Each applicant in its Plan of Compliance must choose one of the
following three options:

Option 1. Make the services it furnishes available to the gen-
eral public. If the applicant chooses this option, the applicant
must not refuse to make the services it normally offers available
to any person in need of such services residing in the territorial
area of the applicant irrespective of such person’s ability to pay.

Option 2. Limit the availability of the services it furnishes
only on the basis of age, medical indigency or type or kind of
medical or mental disability. The exception relative to indigency
will be authorized only if the facility has fullfllled its obliga-
tion under the uncompensated medical care portion of the regula-
tions.

Option 3. If the facility is a medical or nursing care unit of a

home or other institution, it may make such home or other in-
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stitution available in accordance with Option 1 or 2. If the facil-ity only provides a specific type of care the facility can deny ad-mission to people who need other types of care.
Each facility is required to file a compliance report not later

than 120 days after the end of its fiscal year. This report must
include (1) the total amount of reimbursement received pursuant
to each arrangement with a principal governmental third-party
payer, (2) a copy of the facility’s admissions statement which has
been given to all physicians and all other persons at the facility
who have the authority and responsibility to admit patients, (3)
proof that the admissions statement has been published in a daily
newspaper of general circulation in the territorial area of the
facility, and (4) a statement attesting that the admissions notice
has been posted at all admissions desks.

The Department of Public Health may impose the same sanctions
re compliance as permitted under the uncompensated care require-
ments. Annually the Department is required to file a report with
the Secretary of the Commonwealth containing such data indicat-
ing its general evaluation of facilities compliance with the as-
surance, the disposition of each complaint received by the Depart-
ment, proposed remedial action with respect to each facility found
to be not in compliance with the assurance, and the status of such
remedial action. To date, no reports have been filed with the Sec-
retary of State, according to personnel in the Secretary’s office.

The Massachusetts Hill-Burton agency supplied the Research
Bureau with data relative to the levels of free care provided in
Massachusetts during fiscal year 1976, the only year for which
figures were available. The data shows that under Hill-Burton
auspices loans and/or grants have been made to 119 health facil-
ities in Massachusetts. Fifty-four of the recipients have selected
the open door policy of compliance for the uncompensated medical
care requirement. Of these facilities, 15 have provided care in
excess of 10 percent of their grants, and 33 provided less care than
would have been mandated by the 10 percent requirement. Six
health care facilities failed to file the required information.
Thirteen facilities selected the 3 percent option. Of this group,
seven provided care in excess of their compliance level, three pro-
vided less and three failed to file. Sixty-two facilities selected the
10 percent option. Of these facilities, 52 provided care in excess
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of their compliance level, nine provided less and one failed to file.
These figures clearly show that facilities electing the open door
policy have provided less free care in relation to the amount of
Hill-Burton funds received than facilities selecting the other op-
tions. The rationale for selecting the open door policy is that a
facility does not believe it would be able to meet either the three
or ten percent option because of lack of need in the territorial
area which it serves. Critics of the Hill-Burton program believe
that in most cases these facilities could meet these higher levels
of care if the facilities would make more aggressive attempts to
inform people in their area of the availability of Hill-Burton free
care.

Neither the Massachusetts Constitution nor the Constitution of
the United States expressly provides for the provision of health
care as a fundamental right. The Fourteenth Amendment to the
Federal Constitution stipulates that no state shall deny to any
citizen equal protection of the laws, nor deprive any citizen of life,
liberty, or property without due process of law. Some advocates
have urged the courts to interpret these provisions in conjunction
with other constitutional language dealing with the general wel-
fare as a constitutional guarantee of a right to good health. These
arguments have generally surfaced in response to cutbacks in
governmental programs relative to medical care for indigent per-
sons.

In Boone et al vs. Tate 1 a group of patients attempted to enjoin
the City of Philadelphia from abolishing certain departments at a
general hospital. The plaintiffs argued that elimination of the
threatened departments would create an invidious discrimination
based on race and wealth and would deny equal protection of the
law in violation of the Fourteenth Amendment. They stressed
that the patients who utilized the hospital were a very distinct
group of the city’s population the poor and the black citizen
and that the direct and immediate result of reducing staff and
abolishing services would be a drastic curtailment of fundamental

i CCH Poverty Law Reporter, Sec. 13351, Pa. Court of Common Pleas,
Philadelphia County, Trial Division, Civil Section, No. 713 Equity Docket
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services to this group. The court, however, rejected the argument
and denied the relief requested.

The basis for such alleged claims is that the government has an
obligation to ensure that certain vital rights are not withheld be-
cause of economic considerations. The courts have been hesitant
to accept such claims. When fundamental interests, such as voting
and the administration of criminal justice are involved, the United
States Supreme Court has ruled that government may not engage
in a form of economic discrimination by denying impoverished
citizens rights available to wealthier members of society.1 How-
ever, in matters of health care, the courts have preferred to prac-
tice judicial restraint and leave the allocation and expenditure of
public health funds in the hands of the legislature.

A second theory holds that there exists an inherent right to life
which obligates the government to provide all needy citizens at
least a minimum of necessities such as food, clothing, shelter and
health care. 2 Adherents of this view allege that a state which per-
mits some of its citizens to die or suffer ill health due to lack of
necessities of life is guilty of deprivation of life and liberty with-
out due process. To the present day, no court has accepted such
claims of constitutional rights.

The Massachusetts General Laws do not provide an explicit
right to medical care. Persons who qualify for either General Re-
lief, Medicare, Medicaid or Veterans’ Benefits are entitled to the
medical services provided under their respective programs. Neither
hospitals nor private physicians are required to provide care to
indigent patients. House Bill No. 5971, currently under considera-
tion by the House of Representatives, would amend Chapter 111
of the General Laws to require both hospitals and physicians to
provide prompt life-saving treatment in an emergency situation

Statutory “Right” in Massachusetts

1 Gideon v. Wainright, 372 U.S. 335 (1965), and Griffin v. Illinois, 391 U.S,
12 (1966) (right to fairness in administration of justice); Bodie v.
Connecticut, 401 U.S. 371 (1971) (right of full access to the courts in
certain vital matters); Shapiro v. Thompson, 394 U.S. 618 (1969) (right
to freedom or movement): Harper v. Virginia Board of Elections, 383
U.S. 663 (1961) (right to vote).

2 Frank Michelman, On Protecting the Poor Through the Fourteenth
Amendment, 83 Harvard Law Review, p. 7 (1967).
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regardless of the patient’s economic status or source of payment
and without discussion of the source of payment.

Massachusetts General Laws, Chapter 231, section 85K provides
that no charitable corporation, trust or association is immune from
tort liability solely on the basis that the organization performs a
charitable function. Damages in any such cause of action shall
not exceed the sum of twenty thousand dollars exclusive of interest
and costs. To date the Massachusetts Supreme Judicial Court has
not been called upon to render an opinion in litigation seeking to
apply this statute as a basis for claiming a legal right to medical
care.
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CHAPTER IV. GENERAL RELIEF

General Relief (GR) is a residual category of aid comprised
primarily of single person cases not eligible for other relief pro-
grams such as Aid to Families with Dependent Children or Supple-
mental Security Income (SSI). Totally state-funded, the pro-
gram is designed to help people who are temporarily disabled, or
incapacitated, and young people awaiting determination of eligi-
bility for other programs. The General Relief caseload is extremely
fluid; approximately half of the recipients on the rolls in March
1975 began receiving aid after September 1, 1974, and 69 percent
of the caseload as of April 1975 was not receiving General Relief
one year ago; only 22 percent received General Relief continuously
for a period of one to three years. In times of high unemployment
General Relief is the only source of assistance available to many
people who had exhausted their unemployment compensation or
veterans benefits. General Relief provides both cash assistance and
a limited medical program. A person eligible for GR may have
personal property with a value not in excess of $250 with no de-
pendents and not in excess of $5OO with one or more dependents.
A recipient may own an automobile so long as it is necessary (1)
for transportation to seek employment or reach medical or re-
habilitation and training facilities, and (2) to provide essential
services for the individual or family. There is no limitation on
the value of life insurance policies and the applicant may own his
home.

The largest part of GR expenditures is in the form of direct
cash grants to recipients, paid semi-monthly. The level of each
semi-monthly grant is determined by such factors as the number
of people in the grant, their living arrangement, and any special
needs they might have such as special diets ($26 per month extra
for a diabetic diet) or rental exceptions (for those paying higher
rents than the budgeted grant amount). If a recipient has income,
the amount of income (less work related expenses) is deducted
from the full grant (currently $141.40 a month for an individual
living alone). If a person’s net income exceeds the full grant, he
or she is no longer eligible for General Relief. Persons who qualify

General Features
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for cash assistance automatically qualify for medical assistance.
They are also eligible for food stamps and emergency assistance
payments.

The Massachusetts General Relief program experienced a 49
percent increase in caseload during fiscal year 1975, due in large
measure to the depressed economic conditions within the state dur-
ing that year. The state’s unemployment rate was 11.2 percent, a
considerable jump from the 7 percent of March 1974. The case-
load also included the aged who were awaiting eligibility determi-
nation for Supplemental Security Income and the disabled who
could not meet the strict criteria of the Supplemental Security
Income disability program.

The increased caseload and higher rates and fees for medical
care caused greater disbursements for General Relief in 1975. Of
the $111.7 million expenditure for General Relief, $38.7 million or
34.6 percent was for medical care. In 1974, of the $B2 million total
expenditure, about $31.9 million or 39.0 percent was spent for med-
ical care. Other vendor payments increased from about $3.2 mil-
lion to $4.3 million. Medical payments for back bills were much
higher in 1974 than in 1975 (about $7 million in 1975 but $l5 mil-
lion in 1974). The medical portion of GR payments only increased
21.9 percent; direct payments advanced to 46.3 percent, about the
same as the increase in caseload.1

The 49 percent increase in the fiscal year 1975 caseload was not
an unprecedented jump. In fiscal year 1971 the General Relief
caseload increased 49.2 percent over the previous year. This de-
velopment precipitated an extensive administrative review and
policy changes which resulted in a declining caseload in fiscal year
1973. However, the 40,025 average monthly caseload in fiscal
year 1975 was a new high and represented an increase of over
13,000 above the fiscal year 1974 average. Moreover, in fiscal year
1975 the monthly average recipient count was about 50,000 per-
sons as approximately 3,000 cases with 9,000 dependents were in-
cluded as family cases.

The following table documents the changes in the General Re-
lief caseload between 1970 and 1975.

Massachusetts Department of Public Welfare, Statistical Supplement t c
the Annual Report Fiscal Year 1975.
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Table 6. Average Monthly Caseload and Percent Change from
Prior Year, Fiscal Year, 1970 to 1975

AverageMonthly Percent Change From
Fiscal Year Caseload Prior Year

19701 19,722 +48.6
19711 29,423 +49.2

19721 32,006 + 8.8
1973 22,681 - 29.1
1974 26,860 +18.4
1975 40,025 +49.0

i Includes about 5,000 cases involving only medical payments
Source: Massachusetts Department of Public Welfare.

In response to the rapid rise in both the GR caseload and med-
ical expenditures the Legislature acted in 1975 to limit both eligi-
bility and medical benefits. Chapter 618 of the Acts of 1975 elim-
inated from the General Relief rolls (1) childless individuals who
have been determined to be employable,1 (2) students regularly at-
tending school beyond the secondary level, (3) families awaiting
the receipt of unemployment compensation or AFDC benefits, and
(4) applicants who are eligible for veterans benefits. The fiscal
1976 budget, Chapter 684 of 1975, subsequently eliminated pay-
ments for medical care for an estimated 27,292 persons deemed
unemployable by the state and thus eligible for General Relief.
Previously all services available to Medicaid recipients were avail-
able to GR recipients. At the same time optional services, includ-
ing some occupational therapy, most hearing aids, and certain
adult dental services, were eliminated completely from the list of
expenditures reimbursed by Medicaid, a policy which affected
an additional 20,000 persons. The Legislature also mandated an
across -the-board cut of 30 percent in the rates paid to physicians
for care provided to those recipients.

Legislative Action

i Family cases are still covered by General Relief regardless of the family
head’s employability.
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In December of 1975 the Legislature restored payments for life-
sustaining drugs and ordered the Department to require the use of
such generic drugs as are available and appropriate.1

. In June of
1976 the fiscal year 1977 budget act re-established part of the GR
medical programs. The new program of limited GR medical serv-
ices included physician office visits, basic dental care, drugs, lab-
oratory fees, durable goods, eye care and home health care. 2 Not
restored was reimbursement for institutional care in hospitals and
nursing homes, outpatient hospital visits (except for the cost
of drugs), transportation, private duty nursing, psychological test-
ing, and physical, speech and occupational therapy.

In response to questions raised over the constitutionality of
eliminating employables from General Relief, the Massachusetts
House of Representatives sought an advisory opinion from the
Supreme Judicial Court. The Justices advised that, given the
Commonwealth’s objective of preserving the fiscal integrity of its
welfare program, the elimination of employables was a rational
means of accomplishing that objective. They disposed of the pos-
sible charge that such action would constitute an invidious dis-
crimination since the general effect of exclusion would appear to
give favored treatment to the aged, the infirm, and those with de-
pendents, and that it would not be irrational for the Legislature to
conclude that these classes of potential recipients were the least
able to bear hardships of an inadequate standard of living.3

The rationale for elimination of employables from the GR case-
load was the view that the program had become an attractive al-
ternative to work and was causing people to make less than a full
effort to find work. At the time of the cut-off, the Division of Em-
ployment Security had more than 5,000 jobs in its statewide job
bank. The state’s average unemployment rate of 11.2 percent for
1975 indicated that 304,000 persons were out of work. It was be-
lieved the cuts aimed at a specific group of recipients would cause

less social harm than across-the-board reduction which would affect
everyone in a broad group of recipients equally regardless of cir-
cumstances.

1 Acts of 1975, Chapter 758.
2 Acts of 1976, Chapter 283.

Opinion of the Justices, 333 N.E. 2d 388; 1975 Mass. Adv. Sh. 2521
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An attempt to reimburse municipal hospitals for inpatient care
furnished to GR recipients occurred during Senate consideration
of the fiscal 1978 budget. On that occasion Senator Arthur H.
Tobin of the Norfolk District proposed that Item 4404-2000 be
amended (1) by adding the words “and inpatient care in municipal
hospitals”; (2) by striking out the word “four” and inserting in
place thereof the word “fifteen”; and (3) by striking out the fig-
ures “45,200,000” and inserting in place thereof the figures
“56,200,000.” The purpose of this amendment was to provide aid
in the amount of $11,000,000 for municipal hospitals. The amend-
ment was adopted on a voice vote but the conference committee
reduced the item by $11,000,000 in its report, thereby eliminating
the amendment. It is alleged the failure to strike the related
verbiage was an oversight on the part of the committee. However,
the finalized budget was signed by the Governor with the cited
language therein.

In its action on the pending supplementary budget for fiscal
1978 the House struck out the language in dispute but such action
was reversed by the Senate which restored both the specific word-
ing and the monetary amount. At this time, the matter is still
in dispute and the supplementary budget will be referred to a
conference committee to resolve the differences between the
branches.

In October of 1975 the Department of Public Welfare undertook
steps to comply with the exclusionary provisions of Chapter 618
of the Acts of 1975. The caseload had already decreased to 36,022
from its high of 44,797 in April. 1 GR recipients received notice
that their cases would be closed on October 20 unless they ap-
pealed. By October 23, when the actual closings took place, there
were 10,509 employable individuals receiving GR benefits, at a
cost of $1.2 million per month. By the end of the month, 2,490
cases had appealed and were reinstated pending disposition of their
appeals, reflecting a monthly expenditure of $320,000.

Implementation by Department of Public Welfare

1 There are two possible reasons for this decrease: (1) an expanding
economy and (2) discouragement from publicity surrounding eligibility
changes.
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On November 3, 1975 the United States District Court at Bos-
ton issued a temporary restraining order which required the De-
partment of Public Welfare to consider the recipient’s (or appli-
cant’s) inability to find work in the previous month in determin-
ing employability status. Specifically, anyone who met all other
qualifications for General Relief would be eligible if they had two
job interviews in the previous month and were not offered a job.
On December 8, 1975 the court order was dissolved. While under
this restraint the Department approved 1,815 cases, which would
have been denied for reason of employability under prior standards,
at an estimated monthly cost of $245,000. By September of 1976
the Department completed action involving 3,845 appeals. Of this
number, 3,504 appeals were denied and 341 approved.

As a result of the eligibility restrictions the composition of the
GR caseload changed markedly in fiscal year 1976. In July 1975
employables made up nearly half, 43.4 percent, of the GR case-
load, compared to only 1.6 percent in June 1976. In June 1976,
74.1 percent of the caseload were nonemployable because of a
temporary or permanent physical incapacity; this group accounted
for only 40.3 percent of the July 1975 caseload. Other recipients
were classified as nonemployable because of mental incapacity (5.4
percent of June 1976 recipients), or being needed in the home to
care for an incapacitated relative or child under high school age
(1.5 percent of June 1976 recipients), or because of various rea-
sons (19 percent). 1 The average monthly caseload for General Re-
lief (28,371) declined 25 percent between fiscal year 1975 and
fiscal year 1976. By the end of the 1976 fiscal year, less than
20,000people were drawing benefits.

Total expenditures dropped substantially in fiscal 1976 because
of the reduced caseload but payments for medical services re-
mained high as bills incurred in the months prior to the elimina-
tion of medical care were processed and settled. Of the $82.3 mil-
lion in expenditures for General Relief in fiscal 1976, approximate-
ly $3l million was for medical care as shown below in Table 7.
Direct Payments and Nonmedical Vendor Payments accounted for

1 Some of these are persons who work at a full-time job paying at least
the minimum wage but still earn less than the GR standard for his
family size.
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about $5l million compared to $73 million in fiscal year 1975.1 The
percentage of Direct Payments to the total expenditures was 60.1
percent compared to 61.5 percent in fiscal year 1975. Non-medical
Vendor Payments were about $1.7 million in fiscal year 1976 com-
pared to $4.3 million in fiscal year 1975. Unlike Medicaid, the
present GR medical program is not faced with rapidly escalating
provider reimbursement rates. The types of services covered by
the GR medical program are reimbursed in accordance with flat
fee schedules set by the Rate Setting Commission rather than on
the basis of an individual cost reimbursement system (as used for
institutional providers in the Medicaid program). Consequently,
the cost of the program is mainly dependent on the size and make-
up of the GR caseload.

Table 7. Estimated GR Medical Expenditures by Type of Provider,
Fiscal Year 1976
(in Thousands)

Service Expenditures Percent

General Hospitals $20,277 65.1
Skilled Nursing Homes 31 0.1
Intermediate Care Facilities 93 0.3
Physicians’ Services 3,146 10.1
Dental Services 1,775 5.7
Other Practitioners’ Services 312 1.0
Outpatient Hospital 3,426 11.0
Clinic Services 312 1.0
Laboratory and Radiological Services 249 0.8
Home Health 93 0.3
Prescribed Drugs 1,153 3.7
Family Planning 31 0.1

Other Care and Services 249 0.8

Total, All Vendor $31,147 100.0

Source; Massachusetts Department of Public Welfare. Distribution based
on Vendor Payment Report VPS 07 with adjustments as re-

ported on Form NCSS-SRS-120 Applied to Expenditure Data from
Status of Appropriation Account.

1 Massachusetts Department of Public Welfare, Statistical Supplement to
the Annual Report Fiscal Year 1976,
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As of August 19, 1977, 12,314 existing cases had been terminated
for reason of employability and 1,160 new applications were re-
jected. The number discouraged from applying as knowledge of the
eligibility restrictions spread is unknown.

Impact Studies
In May of 1976 the Department of Public Welfare’s Office of Re-

search and Planning published two studies which reported on the
effects of the cutbacks in the GR program. 1 The first examines the
effects of the elimination of the GR medical program on unem-
ployable recipients of General Relief; the second relates to the dis-
qualification of employable persons for both cash benefits and
medical assistance. The major findings of the first report were:

1. Characteristics of the respondents:
a. 55 percent are female.
b. Half are over 48 years old, with mean age being 45.
c. Average education level is slightly less than 10th grade
d. 59 percent had not worked since 1973 or earlier, 16 per

cent reported some employment since January 1975.
2. 35 percent of respondents who felt they needed care either re-

ceived no care at all (17 percent) or received some care but
had at least one experience of being denied care (18 percent).
88 percent of the respondents reported at least one medical or
dental problem.

3. Discouragement was the major explanation given for the 17
percent who needed but received no medical care.

4. Approximately 20 percent of the group which needed care but
received none were actually denied care. This group represents
4 percent of the sample who needed care.

5. Of all the individuals who received care, 45 percent actually
paid for at least part of their care, half out of their own re-
sources and half by borrowing from friends or relatives.
The following observations were unearthed in the second report:

1. Only 12 percent of the respondents had at least 12 weeks of
work at 30 hours or more per week during the period cov-
ered by the study. 80 percent looked for work at some time
since November 1

2. 20 percent felt they could not even look for work due to poor
health, discouragement and lack of transportation. Of those

1 Massachusetts Department of Public Welfare, Elimination of the Genera
Relief Medical Program: The Three-Month Impact on Unemployable Re
cipients of General Relief, May 1976; Ibid,, Elimination of General Re
lief Cash and Medical Assistance to Employable Individuals: A Four
Month Follow-Up Study,May 1976.
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who sought employment, 45 percent were unsuccessful and of
those who found employment, 24 percent had been laid off by
the completion of the study.

3. The average weekly wage for those employed was $88; the
state average at this time was $176. Of the 49 respondents
employed at the time of study, 88 percent had no company
medical coverage.

4. 23 percent of the respondents were threatened with eviction
or termination of utilities services, 4 percent were actually
evicted and 8 percent had one or more of their utilities shut
off. 17 percent were “sick from lack of food.”

5. Medical care:
a. 28 percent had been receiving some form of medical

care when benefits terminated in November 1975. Of
this group, 61 percent reported they stopped treat-
ment completely because of being ineligible.

b. 29 percent reported a medical emergency during the
four month period. Of this group 8 percent did not
seek care, 20 percent sought care and were denied,
while 72 percent received care.

c. 54 percent of those receiving care paid nothing for
treatment; the others paid from their own resources
or by borrowing.

d. In response to a direct question about the impact of
the elimination of medical assistance, 41 percent re-
ported no impact or minor impact (this includes 12
percent still eligible for medical assistance because
they are under 21) while 42 percent reported a major
impact, and 17 percent did not provide a usable answer
to the question.

Both studies reveal that the average recipient of General Re-
lief has a difficult time providing for himself in the best of times.
During times of high unemployment, competition for the low-skill
jobs for which they qualify intensified. The primary reason for
seeking General Relief were (a) unemployment, (b) illness, and
(c) release from an institution (hospital or prison). Thirty-nine
percent of the recipients had worked at their last job for at least
a year prior to coming on General Relief.

Because of subsequent restoration of a limited GR medical as-
sistance program, the hardships imposed on unemployables have
diminished. Many of the medical problems reported in the study
are now covered by General Relief. For employables the study
probably understates the hardships since the study only captured
those problems experienced in the first four months of the cut-off.
Unless they have subsequently been able to qualify for General Re-
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As of August 19, 1977, 12,314 existing cases had been terminated
for reason of employability and 1,160 new applications were re-
jected. The number discouraged from applying as knowledge of the
eligibility restrictions spread is unknown.

Impact Studies
In May of 1976 the Department of Public Welfare’s Office of Re-

search and Planning published two studies which reported on the
effects of the cutbacks in the GR program. 1 The first examines the
effects of the elimination of the GR medical program on unem-
ployable recipients of General Relief; the second relates to the dis-
qualification of employable persons for both cash benefits and
medical assistance. The major findings of the first report were:

1. Characteristics of the respondents:
a. 55 percent are female.
b. Half are over 48 years old, with mean age being 45.
c. Average education level is slightly less than 10th grade.
d. 59 percent had not worked since 1973 or earlier, 16 per

cent reported some employment since January 1975.
2. 35 percent of respondents who felt they needed care either re-

ceived no care at all (17 percent) or received some care but
had at least one experience of being denied care (18 percent).
88 percent of the respondents reported at least one medical or
dental problem.

3. Discouragement was the major explanation given for the 17
percent who needed but received no medical care.

4. Approximately 20 percent of the group which needed care but
received none were actually denied care. This group represents
4 percent of the sample who needed care.

5. Of all the individuals who received care, 45 percent actually
paid for at least part of their care, half out of their own re-
sources and half by borrowing from friends or relatives.
The following observations were unearthed in the second report:

1. Only 12 percent of the respondents had at least 12 weeks of
work at 30 hours or more per week during the period cov
ered by the study. 80 percent looked for work at some time
since November 1

2. 20 percent felt they could not even look for work due to poor
health, discouragement and lack of transportation. Of those

Massachusetts Department of Public Welfare, Elimination of th
Relief Medical Program: The Three-Month Impact on Unemployable Rc
cipients of General Relief, May 1976; Ibid., Elimination of General R.
lief Cash and Medical Assistance to Employable Individuals: A I
Month Follow-Up Study,May 1976
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who sought employment, 45 percent were unsuccessful and of
those who found employment, 24 percent had been laid off by
the completion of the study.

3. The average weekly wage for those employed was $88; the
state average at this time was $176. Of the 49 respondents
employed at the time of study, 88 percent had no company
medical coverage.

4. 23 percent of the respondents were threatened with eviction
or termination of utilities services, 4 percent were actually
evicted and 8 percent had one or more of their utilities shut
off. 17 percent were “sick from lack of food.”

5. Medical care:

a. 28 percent had been receiving some form of medical
care when benefits terminated in November 1975. Of
this group, 61 percent reported they stopped treat-
ment completely because of being ineligible.

b. 29 percent reported a medical emergency during the
four month period. Of this group 8 percent did not
seek care, 20 percent sought care and were denied,
while 72 percent received care.

c. 54 percent of those receiving care paid nothing for
treatment; the others paid from their own resources
or by borrowing.

d. In response to a direct question about the impact of
the elimination of medical assistance, 41 percent re-
ported no impact or minor impact (this includes 12
percent still eligible for medical assistance because
they are under 21) while 42 percent reported a major
impact, and 17 percent did not provide a usable answer
to the question.

Both studies reveal that the average recipient of General Re-
lief has a difficult time providing for himself in the best of times.
During times of high unemployment, competition for the low-skill
jobs for which they qualify intensified. The primary reason for
seeking General Relief were (a) unemployment, (b) illness, and
(c) release from an institution (hospital or prison). Thirty-nine
percent of the recipients had worked at their last job for at least
a year prior to coming on General Relief.

Because of subsequent restoration of a limited GR medical as-
sistance program, the hardships imposed on unemployables have
diminished. Many of the medical problems reported in the study
are now covered by General Relief. For employables the study
probably understates the hardships since the study only captured
those problems experienced in the first four months of the cut-off.
Unless they have subsequently been able to qualify for General Re-
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lief as non-employables or secure employment they are still with-
out benefits.

In a recent study the Federal Reserve Bank of Boston under-
took a regression analysis to determine the variables responsible
for the increases in the GR caseload from late 1968 through June
1975. The study’s findings disclosed that the loss of 1,000 jobs
resulted in the addition of 46 recipients to the GR rolls. “Since
employment in Massachusetts dropped by more than 100,000 be-
tween the Fall of 1974 and the Spring of 1975, the recession was
the major factor in the escalation of caseload during fiscal year
1975.’,:l On the other hand, expanding employment opportunities
and rising wages accounted for most of the decrease in caseload
during the two months between its peak in April 1975 and the
subsequent June.

Observations were also made of the effect of three other factors:
(1) the difference between potential income from employment vs.
welfare payments; (2) the placing of the Supplementary Security
Income (SSI) program under the Social Security Administration;
and (3) public attitudes towards welfare. The first finding com-
pared the ratio of monthly GR benefits to the average spendable
earnings of production workers. The evidence indicated that the
higher the benefit level in contrast to potential earnings the more
attractive welfare is to work. According to the analysis a seven
percent increase in the monthly benefit level would result in an
increase in caseload of roughly 2,700 recipients. However, this
relationship did not bring about serious consequences because dur-
ing the greater part of the period studied wages had risen faster
than benefits.

On January 1, 1974 the Federal Government assumed respon-
sibility for cash assistance to the aged, disabled and blind under
the SSI program. The definition of disability used by SSI is
stricter than that which had been employed by the Common-
wealth in its Disability Assistance program. As a result, approx-
imately 1,800 people were ultimately declared ineligible for SSI.
The Federal Reserve Bank’s analysis concludes that this change

iLynn Browne and Barbara Wishnov, Retrenching on Welfare *4 Cast
History, New England Economic Review, Federal Reserve Bank of Bos
ton, September-October 1977, p. 31.
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caused an increase of about 7,500 cases in the GR rolls.1

In the report the authors of the study also addressed the im-
pact of the restricted eligibility qualifications in the case of em-
ployable persons on the GR volume. Such disqualification pro-
visions became operative in late 1975. Based on comparison of
both projected and actual GR caseloads for fiscal year 1976, the
report attributes most of the reduction in caseload to eligibility
restrictions. The resultant savings, based on an average monthly
payment of $9O and a cumulative reduction in the monthly case-
load of 129,900 cases, are estimated at $11.7 million. This figure
relates to monthly cash payments only; potential savings that
may accrue because of cutbacks in medical care were not con-
sidered.

The study also examined the relationship of the group comprised
of the estimated nonemployables to the actual Massachusetts case-
loads. The actual caseload relative to this category of recipients
fell below the estimated figure in March of 1976 and remained be-
low for the balance of the fiscal year. One explanation offered for
the change is that the policy changes prompted some of the non-
employables to seek out employment.

The study concludes that economic conditions have a powerful
influence on GR caseloads; in an improving economy there are
more jobs available and rising wages make welfare less attractive.
Simultaneously, the significance of the ratio of benefits to earn-
ings and the magnitude of the variables representing the intro-
duction of SSI and the participation rate support the view that
there is a discretionary element in the decision to apply for wel-
fare and that public attitudes can have an important effect. Eligi-
bility restrictions enacted in 1975 were responsible in large measure
for the drop in the GR caseload in fiscal 1976.

r Some of this change may be due to the outreach program associated
with SSI which may have attracted new applicants to the welfare
system.
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Three out of every ten hospitals in the country are owned by
state or local governments. These public-general hospitals con-
stitute a substantial portion of our health service resources and
have special responsibilities in many communities for providing
care to low-income persons. Municipal hospitals are the only major
health care provider fully responsive to public need and for many
the only provider of medical care. In 1975, public-general hospitals
comprised close to 30 percent of all community hospital facilities
and delivered more than 20 percent of all community hospital
services. Compared to all community hospitals, these units pro-
vided a proportionately higher amount of teaching and training
service (36.6 percent) relative to both their impatient workload
and their outpatient workload.

Public-general hospitals may be divided roughly into four cate-
gories :

(1) Large hospitals, located in the nation’s largest cities, whose main
function historically has been to serve the poor. These institu-
tions represent approximately five percent of all public-general
hospitals but provide more than 25 percent of all public-gener
hospital beds.

(2) Medium sized hospitals, located in smaller cities and suburban
areas, which act as community hospitals, serving primarily private
patients. These institutions represent approximately five percent
of all public-general hospitals.

(3) Hospitals controlled by public universities that have priority
commitments to health science education. These institutions rep
resent less than three percent of all public-general hospitals but
well over half of all university hospitals

(4) Small hospitals located predominantly in nonurban areas which
act as community hospitals. The vast majority of public-general
hospitals are in this category. They account for approximately
40 percent of all community hospitals in nonurban areas

The services such hospitals furnish vary with their size and
location. Large urban public-general hospitals furnish inpatient,
outpatient, emergency and long-term care, preventive services, and

CHAPTER V. THE ROLE OF THE MUNICIPAL HOSPITAL

General Overview
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the most complex services possible. Many serve as regional re-
sources, accepting patients referred from other hospitals for highly
specialized care, such as kidney transplants or neurosurgery. A
survey of the nation’s 51 largest urban public-general hospitals
revealed that these institutions provide three times more out-
patient services relative to their inpatient workload than the aver-
age commmunity hospital of comparable size. 1 By providing train-
ing for physicians and other health care professionals and con-
ducting research and development programs the municipal hospital
enhances the quality of medical care in the country at large.

Supported in part by a direct government appropriation which
permits the offering of services without charge or at reduced rates,
municipal hospitals break down the financial barriers which often
foreclose treatment for the sick. For many, there is no other
source of assistance. These include:

1. Persons who do not receive health insurance coverage through
their work and who cannot afford to pay for it themselves.

2. Persons whose health insurance is inadequate, for example, in

surance that does not cover outpatient care.
3. Individuals who do not qualify for welfare benefits and resulting

financial assistance for health care.
4. Those who are no longer eligible for financial assistance because

of cutbacks in Medicaid and General Assistance programs.

5. Illegal aliens or nonresidents who are not eligible for any financial
assistance.

The patient population which the municipal hospital serves is
responsible as much as any other factor for their current economic
plight. Large urban municipal hospitals serve patient groups
dictated by social and financial factors rather than by location or
by hospital capabilities. Within a general mandate that places
no reasonable limits on services, the expectation is open-ended, to
provide those services that are not available in voluntary hospitals
or that are not provided to certain patients by voluntary hospitals

1 J. Newport, Trends in Utilization of 51 Large Urban Hospitals and their
Ambulatory Services, Large Urban Public Hospitals-Ambulatory Services
Project, Report No. IX.l; National Center for Health Services Research
and Development, Rockville, Md., April 1971
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and private physicians. 1 This prevents municipal hospitals from
exercising the control over their admissions which would allow
them to control some of their costs. One study disclosed that about
one-half of the inter-hospital cost variation among Massachusetts
short-term hospitals can be explained by case-mix variation.2
About 40 percent of the variation in average cost per day is also
attributable to this factor.

It is widely recognized that the poor experience a higher inci-
dence of illness and consequently a greater need for medical care.
In 1965 the United States Center for Health Statistics discussed
this relationship in the following terms:

In the relationship between low income and ill health, it is
difficult to determine which is the cause and which is the effect.
Undoubtedly, the effects are reciprocal, that is, the amount of
family income may affect nutrition, living conditions, health and
the use of health services; similarly, malnutrition, poor living
conditions, and illness may result in lower income because they
adversely affect a person’s ability to obtain employment or to
succeed in business.

This relationship has caused some health economists to suggest
that the most cost effective way to improve the health of the
poor may not be to devote more resources to medical care but per-
haps to shift resources out of the medical care industry into such
areas as housing, food and sanitation.

The burden on the municipal hospital is further intensified
because patients without hospital insurance often have a higher
hospital utilization than those with insurance. Patients with no
insurance are usually poor, unemployed, do not have access to
doctors or outpatient services and if released could not return to
an environment conducive to proper recovery. The lack of insur-
ance causes many to delay treatment until a medical problem
reaches a more critical stage and, consequently, requires more
costly method of treatment with longer hospital stays. This is
especially true of the working poor to whom a stay in the hospital
means loss of income in addition to their medical expenses. Cur-

i The Commission on Public-General Hospitals, An Int
February 1977, p. 12. The Commission is an affiliate of the American
Hospital Association.

2 Martin Feldstein and James Schutting, Hospital Costs in Massachusetts
A Methodological Study, Inquiry, Vol. XIV, March 1977.
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rently, cutbacks in Medicaid and General Relief are increasing
the number of patients relying on municipal hospitals for care
while decreasing the hospital support from these financing pro-
grams.

One of the most important contributions of municipal hospitals
to the areas they serve is their emergency room. Anyone who
visits or works in the city depends upon the hospital’s ambulance
and emergency medical care facilities. Boston City Hospital, the
largest of the municipals in Massachusetts, provides one quarter
of the city’s total emergency services and more than a third of its
outpatient services. Moreover, their emergency rooms not only
treat emergencies but provide primary care for those members of
the community without private doctors.

The importance of municipal hospitals to the state can not be
fully appreciated if they are viewed as an isolated part of a state
hospital system. The importance of municipal hospitals to other
hospitals and private health care providers has long been recog-
nized.

Whereas the “mainstream” of health care during the 1950’s and
early 1960’s was progressive and represented by research-oriented
medical centers, public hospitals became the “dumping ground”
for the medically indigent and had come to be identified with a
dual standard of health care delivery. The passage of Medicare
and Medicaid legislation in the mid-1960’s was expected to unify
the dual system. Unfortunately, the private sector has not
absorbed its proportionate share of the sick poor.l

In fact, of course, for many years, the so-called “voluntary
hospital” has not been purely, or even predominantly “voluntary,”
if by this is meant supported by philanthropic contributions and
fees from private patients. The voluntary hospital of today would
be incapable of operating without support from the public sector.
The support is not merely financial, although that is highly im-
portant, taking the form of tax privileges allowed taxpayers’
contributions to the support of the hospital, financial aid for con-
struction costs and capital needs, as well as the ever-growing
grants for research, mainly from the Federal government. Equally
important is the symbiotic relationship of the voluntary hospitals
to the public system . . . The city, financing the supply of charity
patients and by operating public hospitals for the poor, has pro-

1 American Hospital Association, Hospitals, July 1, 1970, at p. 54.

The relationship between muncipal and voluntary hospitals was
described in a 1969 report as follows:
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vided the medical schools and voluntary teaching hospitals with
badly needed teaching material . . . The existence of the public
system has served as a screen to protect the voluntary system as
a whole . . . from the public criticism that would otherwise have
been directed at (1) its operation of a highly selective admission
system . . . directed primarily by the institutions’ needs as research
and teaching agencies, (2) its lack of concern with what happens
to the patient once he leaves the hospital premises . . . and (3) the
failure of the voluntary system to give leadership in the realm of
prevention.l

If the municipal hospitals were to close, the voluntary and
proprietary hospitals would experience increases in demands and
costs. A study conducted by the Boston City Hospital predicts that,
if the hospital was to close, a loss of 360 adult medical-surgical
beds would result. To accommodate such a situation other hospitals
in the Boston area would have to increase the average occupancy
rate by 100 percent and in some cases by 110 percent. This in-
creased demand on existing facilities would force the hospitals to
expand their facilities through new construction.2

In the view of the authors of the study the closing of the Boston
City Hospital would bring about a significant increase in the total
number of patient days provided to patients in Boston. At Boston
City Hospital patients experience a shorter length of stay than at
most of the other hospitals in the area. An additional 20,000
patient days of care annually would have to be provided by other
hospitals. At an estimated cost of $2BO per day, switching patients
from Boston City Hospital to other Boston hospitals will increase
the cost of hospital care by $5.6 million.3

The Municipal Hospital in Massachusetts
Municipal hospitals constitute an important segment of the

interlaced Massachusetts health care system. Such facilities pro-
vide 9.5 percent of the state’s ambulatory visits to community hos-
pitals, maintain 9.2 percent of total general hospital beds and
account for 8.2 percent of total admissions to Massachusetts com-

1 G. Piel, Community Health Services for New York Citii, Report and Staff
Studies of the Commission on the Delivery of Personal Health Service
Praeger Books, New York, 1969.

2 Testimony of Dr. David Rosenbloom, Commissioner of the Boston Depart-
ment of Health and Hospitals, before the Massachusetts Legislative
Committee on Health Care. August 2,1977.

1 Ibid.
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munity hospitals. However, these figures tend to underestimate the
importance of the municipal hospital. Aggregate figures do not
reflect the impact of municipal hospitals on specific segments of
the state’s population. Generally municipal hospitals have a greater
percentage of their total patient population made up of indigents.

Fiscal Problems
The 12 hospitals operated by local governments in Massachu-

setts are facing the same problems that are confronting public
hospitals throughout the country. As their financial position
worsens the hospitals are forced to make adjustments in the
quantity and quality of health care they can continue to provide.
Those most affected by these changes will be the medically
indigent. In times of high unemployment and general economic
recession, this group encompasses a growing proportion of the
low-income wage earner. Cutbacks in services and possible closings
of municipal hospitals will have repercussions throughout the
state’s medical care system.

City and town governments are facing increasing demands from
a number of potential recipients for an increasingly fixed level
of tax revenue. Property taxes in Massachusetts, the means by
which cities and towns generally support their municipal hospitals,
are among the highest in the nation. The exodus of the middle-
class and industry to surrounding suburbs has seriously eroded
the city’s tax base. Large portions of the city are owned by tax-
exempt groups or institutions which make no contribution to the
city’s property tax revenue. The poor, with their high level of
demand on city services, become an increasing proportion of the
city population. These changes place the municipal hospital in
increasing competition for adequate operating funds and capital
financing with other government services.

In 1972 the Massachusetts Legislative Research Council pub-
lished House, No. 5969, a report relative to State Assumption of
Real Property Tax Exemptions. In an attempt to determine causes
for the diversity in real property tax rates among various localities
Bureau staff employed a regression statement to measure the
effect of different variables on localities’ property tax rates.

The report concluded that the location of hospitals, both public
and private, within a locality accounted for approximately 84 per-
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cent of the variation in tax levies. The fact that hospitals are a
good index of the services which cities and towns provide residents
and non-residents alike may account for this development. -Since
service is rendered to many non-residents, the hospital plant and
operation is larger than would be necessary if services were limited
to only residents. The percentage of the tax base which is exempt
is, therefore, larger than the needs of the residents require.

The study estimated the loss of revenue from all tax exempt
hospitals in Massachusetts (of which there were 208 in 1970) at
about $76,022,000. The City of Boston lost an estimated $21,352,000
in potential tax revenue from its 26 tax-exempt hospitals. Wor-
cester lost an estimated $3,347,000 in tax revenues because of the
five exempt hospitals in that city. If Boston and Worcester are
excluded from the estimate and if calculations are made on the
basis of 100 institutions instead of 131 the estimated loss of
revenue due to all hospitals in the state drops to $48.2 million from
the $76 million estimate.

All hospitals are to some extent regional facilities. Health care
consumers do not choose a hospital solely on the proximity of a
hospital to their place of residence. Other factors of influence
include (1) medical staff appointments, (2) the scope of hospital
services, (3) referrals, (4) ambulance policies, (5) emergency
need, (6) cost, (7) accommodations, or (8) waiting time. The
degree to which each of these factors determines choice depends
upon individual circumstances. However, for persons unable to
pay for their medical care, the main determinant becomes what
hospital will accept him and in such circumstances the muncipal
hospital has been more responsive.

The identification of the municipal hospital as a regional facility
is reflected in a patient origin study conducted by the Massachu-
setts Hospital Association between March 1, 1974 and February
28, 1975. The percentage of non-resident patients serviced by
Massachusetts municipal hospitals were as follows; Amesbury,
49 percent, Cambridge City, 41 percent; Glover Memorial (Need-
ham), 41 percent; Hale (Haverhill), 53 percent: Hunt (Danvers),
30 percent; J. B. Thomas (Peabody), 21 percent; Mary A. Alley
(Marblehead), 30 percent; Quincy City, 39 percent; and Worcester
City, 29 percent. On the other hand, only seven percent of the
patients treated at Boston City Hospital were not Boston resi-
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dents. The study reported that Boston City Hospital served a lower
percentage of non-residents than any of the other 23 hospitals
located in Boston. However it is highly probable that the resident
patient population at Boston City includes transients, alcoholics,
drug addicts and indigents who remain in or move to Boston
because of economic and social barriers insulating the suburbs.
Neither the J. Robert Shaughnessy Hospital operated by the City
of Salem nor the Springfield Municipal were included in this study.

High percentages of non-resident patients are not unique to
the municipals. Many of the voluntary hospitals in the state had
equally high or higher levels. However, voluntary hospitals have
discretionary admission practices which allow them to refuse to
treat indigent cases. Municipal hospitals treat non-resident
indigents who are unable to secure treatment from hospitals or
private physicians in the locality in which they reside.

Municipal hospitals have a dual effect on a locality’s tax rate.
Not only is the land and facilities of the hospital exempt from taxa-
tion but, in addition, the local government must appropriate funds
to cover the difference between operating costs and revenue. In
cities and towns where tax revenues are not raising rapidly enough
to meet demands, local governments can not support revenue or
general obligation bonds to raise capital for new construction or
improvements.

Traditionally, hospitals have charged the paying patient not only
the cost of his or her care but also an additional amount to help
meet the cost of providing care to part-pay and non-pay patients.
Today, a large proportion of paying patients have prepaid care,
and many prepayment agencies pay hospitals on a basis related to
actual cost of care provided. Insurance carriers in Massachusetts
enter into a negotiated contract with hospitals which is approved
by the Massachusetts Rate Setting Commission. These carriers
generally recognize free care and bad dept as a legitimate cost of
operating a hospital. The carrier assumes a share of these costs in
proportion to the utilization of the facility by subscribers to the
particular health insurance plan. For example, if 25 percent of the
hospital patient volume of a particular facility is covered by Blue
Cross, then Blue Cross will assume 25 percent of the bad debt and
free care burden. There are upper limits on the total amount these
carriers will reimburse. Medicaid and Medicare do not pick up
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bad debts other than those of program recipients. Therefore, the
hospital must absorb a substantial percentage of its bad debt costs.

Fiscal Effects of Reduced General Relief Aid
As has been noted, in late 1975 the Commonwealth reversed its

policy of reimbursing hospitals for the costs of care furnished to
GR recipients. To determine the effects of the GR cutbacks on
their financial position, the Legislative Research Bureau requested
the state’s 12 municipal hospitals to forward pertinent information
on this point. The Mary A. Alley Hospital in the Town of Marble-
head, the Hunt Memorial Hospital in the Town of Danvers, the
J. Robert Shaughnessy Hospital operated by the City of Salem,
and the Springfield Municipal Hospital all reported that the elimi-
nation of GR hospital reimbursement had either no, or at worst
only a marginal, effect upon the hospital. Only one hospital, Cam-
bridge City, was able to supply information regarding the cost of
care rendered to non-resident GR patients. The other hospitals do
not maintain records correlating type of payment to place of resi-
dence. Thus, it was impossible to determine exactly the costs in-
curred by municipal hospitals in treating patients eligible for
General Relief. Accordingly, the accuracy of the estimates pre-
sented below vary in accordance with the information supplied by
the respective hospitals.

The Amesbury Municipal Hospital situated in the Town of Ames-
bury, an Essex County locality adjacent to the State of New
Hampshire, treated 21 GR patients in 1975 and was reimbursed
$12,938. The hospital provided $3,000 in Hill-Burton uncompen-
sated care in fiscal 1976 and $14,000 in fiscal 1977. How much of
this increase is attributable to persons formerly covered by General
Relief is unknown.

No other institution in the state has been as badly hurt by GR
cutbacks as the Boston City Hospital (BCH). Presently, approxi-
mately 30 percent of the patients being treated at Boston City
Hospital have no source of payment for their medical bills. This
is the largest percentage of indigent patients of any hospital in
the state. The cost to the taxpayer of Boston for providing these
services will be $lO-$l2 million. On the basis of past contributions
fi'om the state, BCH officials feel that reimbursement for 75 per-
cent of this figure could be expected. In calendar year 1974 BCH
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received $5,528,366 for services to GR recipients. Calendar year
1975 reimbursement totaled $3,977,815. However this figure is not
considered to be iepresentative because no GR services were re-
imbursed after December of 1975 and the data was reportedbefore all bills were paid for the period prior to December 1975.
GR patients represented 17 percent in 1974 and 11.4 percent in
1975 of total patient discharges. The 30 percent figure reported by
the hospital for patients with no source of payment is a large
increase over previous years. However, of this group, hospital
authorities estimate that about 25 percent would have been in-
eligible for General Relief even under the previous standards for
qualification. In addition thereto, an unknown percentage are no
longer eligible as a result of the changes in eligibility require-
ments. Taking these factors into account, it is still evident that
BCH has experienced a large increase in the number of indigent
patients. These persons are either being referred to BCH when
they seek care at other hospitals or expect to be turned away and
believe BCH to be their only alternative. In fiscal 1976 the Boston
City Hospital provided $286,365 in uncompensated medical services
although obligated to provide only $83,096 under its Hill-Burton
plan of compliance.

The Cambridge City Hospital treated 293 GR patients in calendar
1975 and was reimbursed $504,639 for such services. The hospital
estimates that the total cost of assistance to GR patients in fiscal
year 1976 was $582,435 and $500,214 in fiscal year 1977. In fiscal
year 1976 the hospital provided $55,718 in uncompensated Hill-
Burton medical care although obligated to supply only $40,000.

Cambridge City was the only hospital which furnished informa-
tion identifying the place of residence of GR recipients. In the last
three months of fiscal year 1977, the only period for which figures
were available, the hospital treated 118 patients eligible for Gen-
eral Relief. Of this group, 32 patients resided in places other than
Cambridge. These figures probably understate the number of non-
residents treated since they do not include non-residents who are
no longer eligible for General Relief and are unable to pay their
medical bills.

The Glover Memorial Hospital, operated by the Town of Need-
ham, a community with a population of 29,000 and contiguous to
the western boundary of the City of Boston, treated 12 GR patients
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in 1975 and was reimbursed by the state in the amount of $9,118.
The hospital estimates that in 1977 it will provide $12,000 in
medical care which would have been reimbursed by the state
previous to the GR cutbacks. In addition, the hospital has experi-
enced an increase of $14,835 in the level of uncompensated Hill-
Burton care between fiscal 1976 and fiscal 1977.

The Hale Hospital in Haverhill, a city located in the northern
tier of Essex County, treated 155 GR patients in 1975 and was
reimbursed $98,389. In fiscal year 1976 the hospital provided
$33,837 in uncompensated Hill-Burton care. The hospital estimates
that it will provide $70,000 in free care, both Hill-Burton and other,
in 1977. This figure would not include patients whom the hospital
has billed but from whom it will not succeed in securing payment.

The City of Peabody, located in Essex County approximately
18 miles north of Boston, maintains the J. B. Thomas Hospital. In
1975 the Commonwealth reimbursed the City to the tune of $50,924
for medical care rendered to 45 GR patients. The hospital was
unable to estimate the losses incurred directly attributable to GR
cutbacks. Bad debt and free care write-offs increased from $116,000
in fiscal year 1976 to $225,000 in fiscal year 1977. The amount
solely attributable to GR cutbacks is unknown. Effective July 1,
1976, the hospital changed its Hill-Burton obligation from the
open door option to the 10 percent option. The level of uncom-
pensated care rose from $4,613 during fiscal year 1976 to $40,578
during fiscal year 1977. It is expected that the hospital will pro-
vide $40,000 annually in such services through 1984.

In response to the Bureau letter, the Comptroller of the Quincy
City Hospital stated that insufficient data exists to determine
what percentage of patients have no source of payment for hospital
services. In 1975 the hospital treated 133 GR patients and was
reimbursed $123,963. Between 1975 and 1976 the write-offs for bad
debts increased from $379,711 to $550,725. Hill-Burton free care
has escalated from $40,417 in fiscal year 1976 to $72,011 for fiscal
year 1977. In addition, the hospital estimates it lost $331,000 in
fiscal year 1976 because of the difference in the cost of providing
care and the reimbursement policies of Medicare and Medicaid.

Worcester City Hospital, located in a central Massachusetts city
with a population of approximately 172,342, treated 308 GR
patients in 1975 and received a reimbursement of $280,693 from
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the Commonwealth. In fiscal year 1976 the hospital provided
$358,403 in Hill-Burton uncompensated care although obliged to
provide only $30,000. The hospital estimates that in fiscal year
1977 it will provide $376,000 in Hill-Burton free care. Bad debts
written off by the hospital increased from $60,399 in the first six
months of 1974 to $542,418 in 1975. The hospital estimates that it
will write off $1,515,534 in 1977.1 How much of this bad debt is
made up of people eligible for General Relief is unknown.

Citing the inability of many General Relief recipients to obtain
emergency medical services, the Department of Public Welfare has
requested $22.9 million in its fiscal year 1979 budget for the re-
imbursement of medical care provided by hospitals and nursing
homes. If the Legislature approves this request, the Department
indicates that 76 percent of the funds would be distributed to pri-
vate (voluntary, proprietary) hospitals and 24 percent to munici-
pal hospitals. Under this arrangement the Boston City Hospital
would receive $4 million; Cambridge City Hospital, $.5 million;
Worcester City Hospital, $.2 million; and Quincy City Hospital,
$.l million.

The Department is considering contracting with individual hos-
pitals for the provision of General Relief medical services on a
fixed fee basis. The amount of the fee would be based on the funds
available to the Department and each hospital’s cost and share of
the GR caseload. The exact formula for distributing the funds has
not yet been determined but the essential ingredient is that each
hospital would receive a portion of the available funds equal to its
share of the GR medical burden.

1 Part of this figure is made up of bad debts from previous years which
were not written off until this year.
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Under the terms of the study order (Senate, No. 1412) the Legis-
lative Research Council was directed to examine the constitution-
ality of requiring the 12 cities and towns which maintain municipal
hospitals to assume the burden for medical care supplied to GR
recipients, both resident and non-resident, in their hospitals.
Responses from knowledgeable sources whom Bureau staff has
consulted indicate much diversity of opinion on this issue.

Several legal authorities are of the view that no constitutional
aspects are associated with this issue. Absent a charter provision
mandating the operation of a municipal hospital, some authori-
ties argue that, since there is no statute requiring cities and towns
in the Commonwealth to operate such a facility nor to provide
medical services to the indigents, the provision of medical assist-
ance in such circumstances reflects a public policy decision on the
part of municipal officials and not the imposition of a state-man-
dated obligation. In such a setting, they contend that an assertion
that the communities with municipal hospitals are being denied
“equal protection of the law” is of doubtful merit. Likewise, these
authorities question the validity of the premise that the state’s
refusal to reimburse the municipalities involved reflects the use of
the local property tax to carry out a statutorily imposed state
obligation.

A legal specialist within the Massachusetts Department of Public
Welfare shares the view that no constitutional issues are involved.
Moreover, he contends that communities can legally refuse to pro-
vide medical care at their municipal hospitals to non-resident
indigents. Such action is distinguishable from the decision of the
United States Supreme Court in Shapiro v Thompson 1 wherein a
state durational residency requirement for welfare benefits was
struck down as violative of fundamental rights (the right to travel)
guaranteed by the Fourteenth Amendment of the Federal Consti-
tution. Moreover, a recent decision of the Court affirming the
validity of a City of Philadelphia regulation requiring city em-
ployees to be residents may lend support to the observation that

CHAPTER VI. CONSTITUTIONAL ISSUES

i 394 US 618.
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the denial of medical care to non-residents is constitutionally
permissible. 1

The City of Boston intends to initiate litigation on the basis that
the Legislature’s action in withholding payments to municipal hos-
pitals violates Article X of the Declaration of Rights and Part the
Second, Chapter 1, Section 1, Article IV of the Massachusetts Con-
stitution. Article X of the Declaration of Rights reads in part as
follows:

Each individual of the society has a right to be protected by it
in the enjoyment of his life, liberty, and property, according to
standing laws. He is obliged, consequently, to contribute his share
to the expense of the protection . . .

In the present connection the emphasis is upon the words “his
share.” These words forbid the imposition upon one taxpayer of
a burden relatively greater or relatively less than that imposed
upon other taxpayers. Boston officials charge that the denial of re-
imbursement by the state has resulted in an unfair burden being
placed upon taxpayers of cities and towns operating municipal
hospitals. City authorities maintain that in the present situation
the state is using local property taxes to finance a state responsi-
bility.

The city intends to proceed also on the basis of Chapter 1, Sec-
tion 1, Article IV which requires “proportional and reasonable
assessments, rates, and taxes, upon all the inhabitants of, and
persons resident, and estates lying, within the said common-
wealth ...” Legal staff of the city assert that the cost of providing
free medical care to indigent persons has resulted in a dispropor-
tionate burden being imposed upon local property owners.

1 McCarthy v Philadelphia, Civil Service Commission, 96 S Ct 1154 (1976).




