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N his autobiography, Benjamin Franklin wrote:

“In 1751, Dr. Thomas Bond, a particular friend
of mine, conceived the idea of establishing a hospital
in Philadelphia . . . for the reception and cure of poor
sick persons, whether inhabitants of the province or
strangers.” Thus was born the Pennsylvania Hospital,
the first voluntary hospital in the United States. The
seal chosen for the institution “bore a device of the
Good Samaritan conveying the sick man to an inn,
with the inscription ‘take care of him, and I will re-
pay thee.’”

Those who contributed financially to this enter-
prise thereupon elected a board of managers. The
Board not only chose the physicians who would prac-
tice in the new hospital, but passed on their “per-
formance as practitioners.” Though physicians were
elected for terms of one year, the first three physi-
cians ‘“offered to serve the hospital for three years
without compensation and to supply all the medicines
for that time at their own expense.” It is significant
that when Dr. Thomas Bond was appointed to the
medical staff, he resigned from the Board of Man-
agers, on which he had served during the hospital’s
first year.! This hospital therefore represents the oldest
incorporated and surviving voluntary hospital in the
United States and the establishment of principles that
have more or less guided all future nonprofit hospitals.

From this humble beginning has developed a gi-
gantic hospital system, available to the rich as well as
the poor. Today, hospitals are the sixth largest in-
dustry in the nation, and Massachusetts has more than
its share of this industry. Facts and figures furnished
by the Massachusetts Hospital Association reveal that
there are 218 hospitals in Massachusetts. Of these,
125 — more than half — are nonprofit. The volun-
tary hospitals are distributed as shown in Table 1.

Since the preponderance of the population is in
eastern Massachusetts and Boston itself is a renowned

#Presented at the annual meeting of the Massachusetts Medical So-

ciety, Boston, May 17, 1955.
tEditor-in-chief, Norfolk Medical News.

medical center, it is not surprising that half the hos-
pitals and two thirds of the hospital beds are in
Greater Boston. These hospitals employ altogether
nearly 26,000 persons — more than 2 employees for
every hospitalized patient.

The total assets of all hospitals in Massachusetts
exceed $500,000,000; of this, $310,000,000 is in volun-
tary hospitals alone. The total annual hospital ex-
pense is almost $330,000,000, of which the share of
the nonprofit hospitals is $100,000,000. But the most
significant and disturbing fact of all is that the volun-
tary hospitals are now spending annually $3,000,000
more than their total income.

As far as the patient is concerned, the cost of hos-
pitalization has risen almost to the point of diminish-
ing returns. At the same time, hospitals are finding
it necessary to reduce their capital assets to meet ex-
penditures. It is evident that this situation cannot be
permitted to continue too long.

The deteriorating financial situation in hospitals
has been variously attributed to the economic depres-
sion of the 1930’s, World War II, inflation and high
taxes. The war forced hospitals to compete with high
wages in industry. Before the war, hospital employ-
ees worked at standard salaries lower than those in
other fields. Whereas wages then were only 40 per
cent of hospital expenditures, today the figure is 60
to 65 per cent. In addition, many expensive new drugs
have appeared, and the cost of food, surgical supplies
and equipment has skyrocketed. Income from in-
vested funds — Government subsidy, Community
Chest, gifts and contributions — accounted for 11 per
cent of total hospital income in 1952, as compared
with 29 per cent in 1935. Since World War II, hos-
pital charges have risen 161 per cent, in contrast to
physicians’ fees, which have gone up 45 per cent.
Governing boards, which did such a superb job in
building the nation’s hospitals, have virtually ceased
to be an adequate source of contributions,

Economies are, of course, being attempted. Hos-
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pitals have called in consultants to help simplify the
operations of the various departments. Some nurses’
training schools have been abolished. There is more
group purchasing. Greater economies are undoubtedly
possible. Are physicians perhaps ordering unnecessary
laboratory procedures and wasting supplies? Are they
discontinuing expensive drugs as soon as these drugs
are no longer needed? Unfortunately, savings are
possible only in the 35 to 40 per cent expended for
supplies and upkeep. Salaries and wages, which ac-
count for the remainder of the expense dollar, cannot
be reduced. With more than 1300 jobs unfilled, it
is obvious that hospital employees are not overpaid.

Possibly, something can be learned from the man-
agement of proprietary hospitals. Generally speak-

TasLe 1. Distribution of Voluntary Hospitals in Massa-
chusetts.
LocaTiOoN HosPrTALS No. or Averace  OCCUPANGY
: Beps Census
%
Boston 26 5,360 3,872 72
Metropolitan
Boston 36 4,583 3,392 74
Remainder of
State 63 6,430 4,754 74
Totals 125 16,373 12,018

ing, their rates are about the same as those of the non-
profit hospitals, and patients are pleased with the
services. Although proprietary hospitals are subject
to taxation, I have been told by owners that they op-
erate at a profit. To be sure, most of the patients
have common ailments, and pay full rates. There is
no teaching or research. On the other hand, should
patients in voluntary hospitals be forced to under-
write prestige activities?

Principles of Payment for Hospital Care, a pam-
phlet published by the American Hospital Association
(September 1953, page 8) declares that “Major ex-
penditures . . . for medical research purposes . . .
should . . . be financed from sources other than pa-
tients being served in a particular hospital.”

Regarding teaching, the pamphlet comments:
“Ideally, the cost of educating and training . . . should
be financed by the whole community through a com-
bination of public resources and private contributions,
rather than by the sick patient representing a small
percentage of the community, who is usually in the
poorest position to meet such cost.”

In consequence of all these developments, voluntary
hospitals throughout the country are looking for new
sources of income. Some apparently have been in-
fluenced by the propaganda that doctors make a great
deal of money in hospitals and so should help meet
hospital losses. However, both the American Medical
Association and the American Hospital Association
believe that the physician’s role in hospital support
should be that of any other citizen of like means.
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Nevertheless, some hospitals have adopted plans
for compelling staff physicians to pay for annual defi-
cits incurred by the hospitals. One hospital “re-
quested” staff members to make $1,000 “donations”
to cover operating deficits. Another set up a com-
pulsory plan for the collection of professional fees,
the hospital to keep 50 per cent of the amount col-
lected. Some hospitals require initiation fees of $150
to $500 for the privilege of becoming a staff member.
One hospital was charged with placing the various
services on the block — accepting bids for exclusive
staff privileges. Some hospitals require the physician
to pay for each patient admitted. Some employ full-
time anesthesiologists, pathologists and roentgenolo-
gists, and make a profit on their services, even though
this arrangement is contrary to law and the ethical
principles laid down by the American Medical As-
sociation. Schemes such as legalizing bingo, lotteries
like the ones operated in Mexico and annual sweep-
stakes like those held in Ireland have also been con-
sidered on the assumption that as long as people like
to gamble, the hospitals, too, might as well benefit.
For example, in a History of the Massachusetts Gen-
eral Hospital by Nathaniel Bowditch the following
item appears (page 53): “June 6 (1820) — The
trustees declined applying to the legislature in aid of
a project for a lottery, a portion of the profits of which
were to be for the use of the hospital.”

For years, voluntary hospitals in Massachusetts had
partly subsidized industry and welfare departments
by hospitalizing Workmen’s Compensation and wel-
fare cases at rates below those charged to the general
public for comparable services. On December 1, 1948,
however, insurance companies began paying hospitals
on the basis of actual cost or what is charged to the
general public, whichever is lower. As of January 1,
1955, hospitals are to be reimbursed on the same basis
for the care of welfare cases.

The purchase of hospital services by agencies act-
ing as a third party has necessitated improvements in
hospital accounting. Since voluntary hospitals do not
pay income taxes, their accounting methods have left
something to be desired. Dr. Robert S. Myers,® as-
sistant director of the American College of Surgeons,
wrote: “It would seem that hospitals are the only ma-
jor business in which unreliable statistics are thought-
lessly selected, laboriously collected, promiscuously
dissected, and unreservedly accepted as facts which
accurately gauge achievements.” In Massachusetts a
new division of hospital costs and finances, in the
Commission on Administration and Finance, has been
in operation since January 1, 1954. Under the penalty
provisions of Chapter 636 of the Acts of 1953, a hos-
pital may be fined $500 for failure to provide such
cost information as may be required. As a result
hospitals are on the way to having a uniform system
of accounting and cost analysis.

The Health Insurance Council reported that as of
mid-November, 1954, 103,000,000 persons (approxi-
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mately 62 per cent of the total population of the
United States) had voluntary health insurance against
hospital expenses. This includes more than 70 per
cent (3,317,000) of the population in Massachusetts.
Despite this encouraging fact there are still many pa-
tients who are unable to pay full hospital costs. Al-
though most, if not all, of the nonprofit hospitals have
funds earmarked to assist indigent patients admitted
to their respective institutions, this money is no longer
enough. Additional financial assistance is necessary.
One such source is the Red Feather services. In the
past, so far as the Boston Metropolitan Area was con-
cerned, fund payments were based on operating defi-
cits. Since 1951, however, payments have been lim-
ited to units of free service given to patients. The
amounts paid to some of the hospitals in Metropolitan
Boston, together with related information, are listed
in Table 2.

STAFF-TRUSTEE RELATIONS

Jerome Preston,® president of the Board of Trustees
of the Massachusetts Memorial Hospitals, has made
the following comment on this most vital aspect of
hospital administration:

A hospital is unique among institutions in that staff
doctors are independent of it and have no responsibility
for its finances. Their professional responsibility toward
the patient, like the financial responsibility of the trustee
toward the donor, cannot be delegated. Such a division
of responsibility is an organizational monstrosity, one that
has troubled both doctors and trustees for years.

In addition, hospital income now comes largely from
the staff’s private patients. This combination of fac-
tors has created a definite impairment of staff-trustee
relations.

The House of Delegates of the American Medical
Association has taken cognizance of this schism. In
December, 1951, it approved a report pointing out
that “Since the physician and hospital are interde-
pendent, it is incumbent on both to be interested in all
phases of their scientific and financial relationship.”*

Eighteen months later the House of Delegates ap-
proved another report that commended the people
who serve on governing boards and added:

They are not necessarily particularly informed as to the
many intricate problems involved in the production of
good medical care. . . . If they have opinions on critical
matters [these opinions] are likely to be gained from the
personal advisor or by casual contacts at social gather-
ings or on the golf course.

Various methods were recommended by which the
medical staff could have “free and direct access to the
governing board.” Of special interest is the recom-
mendation that members of the medical staff serve on
the governing board.®

Regarding this recommendation, the Detroit Med:-
cal News, on October 26, 1953, made the following
editorial comment:

An agreement to accept physicians as members of Boards
of Trustees of hospitals has been reached. . . . The for-
mation of a partnership by the staff of a hospital and its
trustees . . . augurs well.
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In the opinion of Dr. Malcolm T. MacEachern,
director of professional relations of the American Hos-
pital Association, the policy of having the medical
staff represented on the governing body is not in
accordance with the principles advocated by the
American Hospital Association. Some of the reasons

TABLE 2. Amounts Paid to Hospitals.

Hosprrar ToraL  Free Care Unrrep  UNGOLLECTED
Expenpr- (INpiGeNTs CommuNITY AccounTtst
Tures* & PusLic SERVICES
AGENCY) PayMENTS
$ $ $ $

Massachusetts General 9,733,543 992,831 249,550 277,830
Children’s 3,695,395 244,073 56,806 29,767
Massachusetts Memo-

rial 2,993,238 489,943 198,100 33,220
Peter B. Brigham 2,804,466 242,915 117,470 51,448
New England Dea-

coness 2,637,793 101,735 11,384 50,909
Boston Lying-in 1,644,990 17,690 5,123 5,888
Massachusetts Eye &

Ear Infirmary 1,394,945 135,660 55,436 13,253
Carney 1,256,196 88,693 23,350 2,614
New England 927,261 15,318 8,103 25,220
Free Hospital for

Women 729,673 188,751 10,326 5,845
Robert B. Brigham 607,948 77,669 33,450 1,204
Boston Floating 401,605 52,624 28,572 5,584
Infants 293,114 39,282 21,647 73,048
Mount Auburn 1,832,872 58,297 19,047 27,271
Newton-Wellesley 1,808,604 98,500 71,000 23,727
Malden 1,146,054 40,021 17,194 22,274
Waltham 1,023,114 40,781 6,476 3,778
South Shore 842,979 2,910 1,000 7,824
Whidden 584,601 6,561 4,711 1,504
Choate 397,583 5,641 3,480 5,602

*From the United Community Services report for 1954.

tAccording to American Hospital Association uncollectable income
varies from 4 to 7 per cent, depending on size of hospital: the larger
the hospital, the smaller the percentage.

advanced are that membership on the governing board
gives undue publicity to the individual physician; that
he may use his position to promote himself on the
staff; that the staff may-come to regard him in the
light of an inspector; that he may exert his authority
in the employment of hospital personnel; and that
finances and business are foreign to him.®

Granting that all objections to having physicians
on governing boards are valid, how much better quali-
fied are the laymen to serve as hospital trustees? In
1952, Raymond P. Sloan, for many years a hospital
trustee and editor of The Modern Hospital, wrote a
book, This Business of Ours. The book, described as
“A Guide Book for Hospital Trustees, Hospital Work-
ers and Laymen,” has this to say:

Although some parallel can fairly be drawn between
hospital operations and that of big business, there is a
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point at which marked divergencies will be noted. The
industrial organization is governed by those who sup-
posedly know their fields; the hospital organization is
governed by men and women who have little, if any,
knowledge of its professional affairs. . . . [The doctor]
sees a layman possessing little acquaintance with medical
science or hospital technique . . . placed in a position
where he dictates policies and exerts controls over those
who have spent years in acquiring professional knowledge.
What could be more inconsistent?

The director of the Doctors Hospital in Seattle (Dr.
Robert F. Brown) believes that more is to be gained
than lost by having physicians serve as trustees. In
the opinion of many hospital administrators, accord-
ing to Dr. Brown, physician trustees foster better un-
derstanding between the medical staff and the board.
Although nonmedical boards become more easily a
rubber stamp in approving candidates for staff ap-
pointment, physician trustees are more inclined to
evaluate applicants on their credentials. He refutes
the criticism that physicians are lacking in business
ability by pointing out that they serve as trustees of
universities and research foundations, on the corporate
boards of industry and in the insurance field.”

Dr. Frank H. Lahey, in his presidential address be-
fore the New England Surgical Society on September
10, 1932, spoke as follows:

1 believe that on every hospital staff there should be
several members of the staff who are trustees of the hos-
pital; . . . if the members of the medical profession do
not assert an interest in and accept a responsibility for
their economic management, they, the medical men, will
be pushed farther and farther down the scale until they
assume the position from which they are now not far dis-
tant, of “hired men,” more or less — under the power
and control of trustees and superintendents.

The set-up of the Massachusetts Blue Shield Corpo-
ration could well be used as a pattern for hospital
governing boards. Of Blue Shield’s members, one is
a banker, 9 represent labor and industry, and 5, or a
third, are physicians. Thus, Blue Shield has broad
public and medical representation. On hospital gov-
erning boards at least 3 physician trustees, with stag-
gered terms, should be elected by the staff. It would
be well, too, if these physicians were not permitted
to succeed themselves. This system would over the
years permit a large percentage of the staff to serve
on the governing board and to become better in-
formed of trustees’ problems. It would also imple-
ment the recommendation of the House of Delegates
of the American Medical Association that “every
professional man on the appointed staff have a voice
in the professional management of the institution.”

REGIONAL INTEGRATION

Another aspect of the problem facing the voluntary
hospital that deserves serious consideration is regional
integration. In a way, voluntary hospitals are en-
gaged in a highly competitive enterprise, even though
they are erected in the public interest, are exempt
from taxation, receive funds from philanthropic-
minded individuals and agencies, and may even be
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assisted by federal and other tax funds. They are in
competition not only with hospitals entirely supported
by taxation but also with one another. They compete
for funds; medical, nursing, and technical personnel;
prestige; and even for patients. Since all nonprofit
hospitals are dependent on the beneficence of the
public, their attitude toward one another should be
co-operative rather than competitive. This competi-
tion exists not only among hospitals located in a single
city but also between urban and suburban hospitals.
Increased occupancy of community hospitals results
in decreased occupancy of city institutions.

What the Hoover Commission had to say about the
various federal medical systems can well be applied
to voluntary hospitals: “They go their own ways,
make their own plans, build, staff, and run hospitals
and clinics with little knowledge of and no regard for
the operation of others.” Voluntary hospitals, finding
themselves with a high average census, have embarked
on building programs even though there are empty
beds in nearby institutions, Under the Hospital Sur-
vey and Construction Act, construction costs in Mas-
sachusetts during the past five years have averaged
over $17,500 a bed. If hospital needs were considered
on a regional rather than on an individual basis, over-
lapping facilities would be avoided, and substantial
savings would result. Less busy hospitals would bene-
fit, for the more closely the average occupancy of a
hospital approaches 100 per cent, the lower the unit
of cost of medical care.

One may ask how effective integration can be ac-
complished. Here are a number of recommendations
by the American Hospital Association Commission
on Financing of Hospital Care: regular meetings for
discussion of common problems; joint recruitment of
nurses; sharing of skilled personnel; joint purchasing
and joint collections; joint reporting of operating
data; agreement to treat certain types of cases and to
provide particular services in specified hospitals; and
merger of hospitals when it is in the interest of ef-
fectiveness and economy.

Since most, if not all, of the hospitals in Greater
Boston belong to the Boston Hospital Council, this
agency could well serve as a medium for discussion
of mutual problems in this area. Similar councils, to
operate in the same manner, could be organized in
other sections of Massachusetts. Due consideration
should be given, of course, to overlapping regions.
Possibly, the Massachusetts Hospital Association could
undertake the over-all job of founding these regional
councils.

The United Community Services of the Metropoli-
tan Boston Area has become interested in this prob-
lem. It has obtained a grant of $125,000 from the
United States Public Health Service for a three-year
basic research project to evaluate improvements that
may result from regional co-ordination in an urban
area.

To be truly effective, the integration of hospitals
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within an area, as I see it, would require an inter-
change between co-operating hospitals of courtesy-
staff privileges for the care of private patients. Be-
fore integration, hospitals should be approved by the
Joint Committee on Accreditation. In this way, the
qualifications of staff members would meet the stand-
ards of all co-operating hospitals. No change should
be made in the closed-staff setup for the care of serv-
ice cases. I might observe at this point that integra-
tion has been tried in some communities and has been
found to work very well.

With integration and reciprocal staff relations in
effect, patients will be able to have free choice of
physician. At present they can only be sure of “free
choice” when services are rendered at home or in the
office, for, if the patient insists on a hospital where
his physician is not a staff member, he must give up
either his physician or the hospital of his own choice.

A clergyman made the following observation:

And speaking of hospitals here is another source of
misunderstandings and ill will. The doctor wants to
head off socialized medicine. One of the arguments he
uses is that the patient should be free to choose his physi-
cian, . . . But often the doctor does not practice what he
preaches and [does not allow] his patient freedom to
choose the hospital he wants to enter, but insists — to
the point of breaking the patient-doctor relationship —
on the hospital of the doctor’s choice.?

Unfortunately, the minister quoted appears to have
overlooked the doctor’s dilemma — that sometimes
the hospital of the patient’s choice is one in which
the doctor does not have staff privileges!

Much more to the point is an editorial in the Bulle-
tin of the Columbus (Ohio) Academy of Medicine
(March, 1953) proposing that every member of the
Academy be given courtesy-staff membership in every
hospital in Columbus. It asks a pertinent question:

By what specious reasoning do we decide that a certain
doctor can use the facilities of some hospitals, but not
others? Such decisions are apparently based less on pro-
fessional considerations than . .. on the whims or personal
prejudices of those entrusted with the decisions.

Under the present system, the staff physician’s {ree-
dom of choice is also restricted. He may have as con-
sultants only members of the staff of the particular
hospital to which his patient has been admitted. With
integration of hospitals on a regional basis and inter-
change of staff privileges, both physicians and pa-
tients will be better served. Physicians will have un-
restricted free choice of consultants and patients will
achieve free choice of physician and free choice of
hospital.

With regional integration some hospitals could be
reserved for routine cases. These hospitals would not
have to be so elaborately equipped and staffed as in-
stitutions reserved for patients who require more in-
tensive study and more complicated procedures. There
would thus be less duplication of services and equip-
ment. Since fewer technicians would be necessary,
there would be a saving in salaries.

If a patient in one hospital required the facilities
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of a more elaborately equipped hospital, he could be
transferred there and yet remain under the care of
the original physician. Last but not least, the patient
would save. The patient with a routine illness would
no longer be charged for a share of the cost and
technical servicing of equipment rarely used.

The larger, better known and busier hospitals that
are not interested in pooling their facilities with more
modest institutions should bear in mind the value of
integration in times of disaster such as fire or war.
Any voluntary hospital contributing to the difficulties
of other voluntary hospitals may be contributing to
the breakdown of the whole voluntary system.

When there is actually a need for new hospital
construction, consideration should be given to institu-
tions in which some floors are used as a hospital and
other floors as a hotel. Such an arrangement would
shorten the stay of the patient in the hospital section
and reduce the costs of hospitalization.

Another method of cutting the high costs of hos-
pital construction and equipment would be to increase
the use of existing facilities. It has been pointed out
that the elimination of week ends and holidays would
increase hospital capacity by about a third.?

Virtually the same thing was said by the president
of the American Medical Association'® who suggested
that “making hospital services available on a full
week or at least a six-day basis, rather than the pres-
ent four-and-a-half to five-day utilization, would not
only reduce the cost of the care of the individual but
would lessen the number of hospital beds needed to
service a community.”

Another physician,’ this time a patient, wrote as
follows:

At 4:30 P.M. on Friday T was taken to the hospital,
presumably with a kidney stone. X-rays were in order,
of course, and some kidney function tests.

But the laboratory operates on a five-day week. From
4 P.M. Friday to 8 A.M. Monday, nobody is there . . . So
I just lay around all week-end, waiting for the technicians
to come back. )

it’s obvious that the forty-hour week in a hospital is
as much a bane to patients as it’s a boon to employes. . . .

The hospital kecps its switchboard going twenty-four
hours a day, seven days a week. I suggest that it could
keep all departments open on Saturday and Sunday, 8
A.M. to 4 P.M. Even though this would cost more in over-
time salaries, the increment would not be a very big item
in the total budget. And the returns would be tre-
mendous.

Look magazine (August 24, 1954) took note of one
ingenious attempt to solve this problem of the “lost
week end” in hospitals: “Week-end patients,” the
news item read, “‘are being welcomed at San Fran-
cisco’s Mt. Zion Hospital. To take up Saturday and
Sunday slack, the hospital is seeking patients from
among overworked folk who need a check-up and
could use two days’ rest.”

Finally, the Committee on Financing Hospital Care
warned that “Overbuilding, in the attendant failure
to make full use of bed capacity and diagnostic and
therapeutic facilities, should be avoided.” It recom-
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mended “reducing seasonal and week-end lulls when-
ever practicable, and making diagnostic services avail-
able at all times.” It also advised programs for mak-
ing preventive medical care available at a reasonable
cost to all groups in the population.

Avuprrs

The desirability of self-audits by hospital trustees
merits consideration.

The Joint Committee on Accreditation of Hospitals
requires that the quality of professional work in a
hospital be under constant examination by the staff.
Meetings must be held at least monthly for the pur-
pose of reviewing the medical care of patients within
the hospital.

It seems only proper that the work of the govern-
ing board should be subjected to a similar self-audit
and individual members made answerable for their
functions just as physicians are for the care of pa-
tients, Here are some pertinent questions that might
be asked at one of these governing-board audits: Are
the trustees receiving sound and unbiased advice from
impartial physicians? Is the work of the administrator
being adequately supervised? Are there lapses in hos-
pital-physician and in hospital-public relations? How
successful are the money-raising activities? How well
are individual trustees attending board meetings?
How well are they carrying out their committee as-
signments?

When Benjamin Franklin was unable to get the
board members of the Pennsylvania Hospital to meet-
ings on schedule, he had the following resolution
passed: “[that] each member is to pay two shillings
sixpence for total absence and one shilling for not
coming on time, and for every hour’s absence after
the fixed time, sixpence per hour, all of which fines
to be disposed of as the majority may direct. The
town clock, or should that not strike, the watch of
the oldest person present to be the standard for deter-
mining the time.”*

The governing board, like the medical staff, should
make every effort to disclose its own weaknesses and
errors, and to correct them. If anything, the work of
the trustees should be checked even more carefully
than the work of the professional staff. Physicians, at
least, are trained for their jobs, whereas the individual
lay trustee assumes a responsibility for the conduct of
a public utility about which he usually knows very
little. So much for the trustees. May they find these
suggestions helpful!

New Era in HosprraL-PaysicIAN RELATIONS

In June, 1950, the House of Delegates of the Ameri-
can Medical Association recommended that commit-
tees on hospital and professional relations be created
on state and county levels. These committees were
to receive complaints from any physician, hospital,
medical organization or other interested person or
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group about professional or economic relations exist-
ing between physicians and hospitals.’* Such com-
mittees were appointed by the Massachusetts Medical
Society and the district medical societies.

A further step in the improvement of hospital-physi-
cian relations was taken a year ago by the Council of
the Massachusetts Medical Society and the trustees
of the Massachusetts Hospital Association. In short,
the two organizations agreed that no governing board
should deprive a physician of staff membership or re-
appointment, or change his privileges in any way with-
out informing him of the charges against him and
without previous consideration by the staff; that on
request a review should be made by a committee with
equal representation from the staff and governing
board; that if this committee was unable to make a
majority recommendation, or if any of the parties in-
volved so desired, a request for an opinion should be
made to the presidents of the Society and the Asso-
ciation; that, on receipt of such request, the president
of the Society should appoint 3 members of the So-
ciety, and the president of the Association 1 hospital
administrator and 2 hospital trustees to act as an ap-
peal board; that the 6 appointed members should
select a lay chairman; and that the findings of the
various committees should be transmitted to all the
parties involved.

The Norfolk Medical News, in a subsequent edi-
torial (November, 1954), reported as follows:

As a result of this cooperative action between the
M.M.S. and M.H.A., staff members who feel they have
been unjustly treated now have a court of appeal. These
procedures, of course, carry no legal force, and are not
binding on the governing boards of hospitals. However,
the moral effect on hospitals belonging to the M.H.A.

(and practically all belong) will be to induce these insti-
tutions to abide by the recommendations.

FuTture

The most vital question at present is the outlook
for the voluntary hospital. In The Hospital in Con-
temporary Life (1949) Dr. Nathaniel W. Faxon wrote
as follows: “What shall we do now? Confronted
with the necessity of meeting hospital costs — and
they must be met, some people are suggesting the
common solution, turning it over to the government.”

Evidence of the extent to which the federal Gov-
ernment has gone to the assistance of the voluntary-
hospital system appears in the report of Dr. A, Daniel
Rubenstein.?® Since 1948, under Public Law 725,
$13,990,190 has been allocated to 58 projects in Mas-
sachusetts for hospital and health-center construction.
Of this, 79 per cent ($11,052,250) went to general
hospitals, including teaching hospitals, maternity hos-
pitals and laboratories; 3671 beds and 602 bassinets
were added.

Fortunately for the voluntary-hospital system,
“there were,” in Dr. Rubenstein’s*® words, “no federal
controls. Hospitals aided under the program have
maintained absolute freedom of action.” But if gov-
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ernmental aid continues to be accepted, will the free-
dom of physician and hospital remain unimpaired?

Some hospital administrators, faced with continuing
deficits, would have little or no hesitancy in placing
their institutions, as Dr. T. F. Laye'* puts it, “in a
government socialistic noose.” But it is fair to say that
this practice would not meet with the overwhelming
endorsement of the medical profession.

A somewhat gloomy view of the future of the volun-
tary hospital has been taken by the trustees of the
Massachusetts General Hospital, which, in its 1953
report (pages 42-43), observed that “For the first
time since 1936 the overall operations of the hospital
did not end in a deficit. There is nothing in the pres-
ent outlook to indicate that deficit years will be less
frequent in the future than in the past.”

On the other hand, MacEachern®® appears to be
optimistic regarding the future of the voluntary-hos-
pital system. “I feel,” he says “[that] the voluntary
hospital is here to stay. It tends more and more to
give higher standards of service, eliminates ‘routinism’
and retains certain humanitarian characteristics,
more so than a government institution.”

In general, however, the outlook for the community
hospital appears to be better than that of the metro-
politan hospital. Factors favoring the community in-
stitution are its convenience, civic pride and the avail-
ability of well trained men who have settled in the
community. Some local hospitals are even being
modeled after the university hospital. Also, since the
community hospital may be the only hospital in its
area, it receives from the public as well as from the
staff physicians proportionally greater support than
urban hospitals. Last year the Beverly Hospital put
on a campaign. As of December 30, 1954, $625,000
had been subscribed by the public. In Fitchburg, $1,-
192,000 was raised by public subscription. The 48
members of the staff alone contributed $115,000, Of
more than $600,000 raised by the Malden Hospital,
exclusive of an additional single donation of $100,000,
96 physicians contributed $105,000, and of the $428,-
000 contributed by the public to the South Shore Hos-
pital, $75,000 came from the staff.

Other straws in the wind indicate that the volun-
tary hospital promises to continue more or less un-
fettered for some time to come. On Long Island,
New York, there is a labor-management coalition,
formed to aid voluntary hospitals. At the end of four
years the fund had reached $1,000,000. Last year,
Indianapolis refused federal hospital funds but raised
$12,000,000 locally.®

In this connection I cannot help observing once
again that the circumstances attending the founding
of the Pennsylvania Hospital seem peculiarly apropos
to the problems that the voluntary hospital faces to-
day. Franklin writes as follows in his Autobiography:

The proposal [i.e., the founding of a voluntary hospital]
being a novelty in Amerlca and at first not well under-
stood [Dr. Thomas Bond] met with but little success . . .
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I inquired into the nature and the utility of the scheme,
and receiving a very satisfactory explanation, I not only
subscribed to it myself, but enlarged heartily in the design
of procuring subscriptions from others., Previously, how-
ever, to the solicitation, I prepared the minds of the
people by writing on the subject in the newspapers, which
was my usual custom in such cases, but which he had
omitted.
Since governmental assistance was also wanted, and
the Assembly appeared not too enthusiastic about the
idea of a hospital, Franklin proposed a petition to the
Assembly for public aid and devised a scheme for
matching contributions by the Government and the
public. In Franklin’s words: “This condition carried
the bill through.”

It will be recalled that the first physicians of the
Pennsylvania Hospital agreed to donate the necessary
medicines in addition to their services. But “their
generosity was not called on for long as the Managers
soon undertook this financial burden.” In the hos-
pital minutes of December, 1752, the following note
appears: Agreed that the Managers, each of them in
Turn, solicit Subscriptions from the rich Widows and
other Single Women in Town, in order to raise a Fund
to pay for the Drugs.”

A benefit performance given in 1759 cleared more
than £47 for the hospital. In 1764 an eloquent min-
ister preached a benefit sermon that yielded over £174
including a personal contribution of £5 from the
orator. Charity boxes were distributed in various
places, and by 1846 had yielded $19,093.44.

Over the years, voluntary hospitals have not only
continued to use the money-raising technics of the
Pennsylvania Hospital, but have improved upon them.
And yet the problem of hospital financing is still seri-
ous.

The Commission on Financing Hospital Care has
acknowledged that voluntary prepayment is the back-
bone of hospital income, and that the financial sta-
bility of the voluntary hospital is increasingly’ de-
pendent on this source of income. But the Com-
mission believes that a danger is inherent in prepay-
ment — that “it may encourage unnecessary utiliza-
tion of hospital services and weaken or remove in-
centives to minimizing hospital expenditures.” This,
in turn, would increase the cost of such insurance to
the subscriber. 'The Commission recommended:

1. Continuing programs of education to make the
public more aware of its need to budget for hospital care
by the purchase of prepayment insurance.

2. Encouragement of more employer participation in
the cost of prepaid protection for employees and their
families.

3. The development of methods to enroll, under pre-
payment plans, dependents, the self-employed, domestics,
farmers, those retired under pension plans, the unem-
ployed, and migratory workers.

4. That hospitals make greater efforts to obtain addi-
tlonal su;()]port from individual communities, corporations,
and foundations. And that (if governmental help is nec-
essary), federal assistance should be sought only when
the state is unable to help.

5. That medical schools and hospitals should accept
responsibility for educating physicians and other respon-

sible personnel in hospital economics in an effort to elimi-
nate waste of facilities and supplies.
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In connection with the last recommendation, Miss
Carolyn K. Winters, administrator of the New Eng-
land Hospital, believes that everyone connected with
a hospital should also be educated in good public re-
lations. This need was emphasized in an editorial that
appeared in the Boston Herald (“Humanizing the
Hospitals,” January 11, 1955) :

The average hospital today needs a lot of humanizing.

.. . It seems both fair and wise that we who support the

hospitals should share also in their day-by-day existence,

that we should feel a sense of common purpose with them.
We can’t if they are aloof.

The 1949 interim report of the New York Hospital
Study, directed by Dr. Eli Ginzberg, of Columbia Uni-
versity, predicted that hospitals will face additional
financial difficulties: “Hard times, if they come, may
force the opening of hospitals to all doctors of a com-
munity on an equal basis in order to fill empty beds.”
The report further emphasized the fact that the best
possible service cannot be provided for the public if
doctors without staff appointments are refused beds
on the grounds that only certain doctors are entitled
to a preference in the hospitalization of their patients.
In any long-range planning, the report continues, the
liberalization of the present, closed “gentlemen’s club”
system of staff membership should play an important

art.

P The Massachusetts Medical Society has made a
forthright and enlightened effort to do just what the
New York Hospital Study recommends by sponsoring
what has been called the Gallupe Plan, under which
graduates of unapproved medical schools who have
no staff privileges in approved hospitals are given an
opportunity to practice in hospitals under the super-
vision of staff physicians. When they are found to be
qualified, staff appointments should follow. Where
this plan has been put into effect it has worked satis-
factorily. A general acceptance of the Gallupe Plan
would increase the proficiency of the physicians af-
fected and gain their good will and that of their pa-
tients.

CONCLUSIONS

‘My own opinions concerning the voluntary hos-
pitals (which have been liberally enriched by others!)
should by now be fairly apparent. Even so, it might
be well for clarity’s sake, briefly to review them here.

The public, which has already demonstrated its
willingness to support the voluntary hospital, should
be further acquainted with hospital problems and the
need for greater financial assistance.

Every effort should be made by the profession to
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encourage the expansion of prepayment health insur-
ance, including employer participation.

Staff physicians should concern themselves with the
administrative and financial problems of hospitals.
“Medical economic auditing” by the staff, for ex-
ample, may disclose methods by which economies
would be possible.

Staff representation on governing boards would
make for closer co-operation between staff and trus-
tees.

The cost of hospitalization to the patient should be
kept as low as is consistent with the best possible care.
This can be accomplished by financing research and
teaching from sources other than the patient; inte-
gration of hospitals on a regional basis; and utiliza-
tion of hospital facilities on a basis of six or seven days
a week.

The standard of medical practice would be raised
and public relations improved by liberalizing staff ap-
pointments. The public is entitled to free choice of
hospitals as well as of physicians. As American Medi-
cal Association President Walter B. Martin has said
so well, “Medicine belongs to the people. We are
merely its purveyors.”

Since the voluntary hospital is an indispensable
medium by which the medical profession renders
service to the public, its problems must continue to re-
ceive the persevering support of both the public and
the profession. As one of my favorite sources, Ben-
jamin Franklin, has observed: “Diligence is the
Mother of Good Luck. And God gives all things to
Industry.”
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