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As always, we testify and write only for ourselves, not on behalf of  
Boston University or any other party. 

 
 
Thank you for the opportunity to testify today.   
 
We direct the Health Reform Program at the Boston University School of Public 
Health.   
 
Since 1973, individually and together, we have been studying and working to 
advance the conservation of all needed hospitals.  (Some of our work in this area 
is attached and other analyses are posted on our web site.)    
 
We urge you to support H. 2666 because it would identify and stabilize all 
needed Massachusetts hospitals.    Too many lower cost hospitals have closed.  
One reason is that the state has taken too little effective action to protect all 
needed hospitals.   
 
This bill’s combination of hospital receivership with a new trust fund would offer 
legal, administrative, and financial protection to help stabilize needed hospitals— 
particularly the lower-cost community hospitals whose continued erosion will 
damage access to care while driving costs still higher.   
 



 2

Our testimony offers ten reasons why this bill is needed.  It then describes the 
bill’s four main provisions, and why they will help protect needed hospitals.   
 
 
I.  Why is this bill needed? 
 
This bill is essential.  There are ten reasons.   
 
First, Massachusetts leads the nation in hospital costs per citizen.  In 2003, 
hospital costs here averaged $2,176 per person, 41 percent above the national 
average of $1,548.  That’s true even though we ranked only 38th in hospital beds 
per 1,000 people.  Modest service to out-of-state patients, a slightly older 
population, and other conventional explanations are not adequate to explain the 
Massachusetts hospital cost excess.   
 
Second, one of the main reasons our hospitals’ costs are so high is that we are 
tops in the nation in the share of care delivered in costly teaching hospitals.   
 
Third, one of the main reasons we are tops in the nation in the share of care 
delivered in costly teaching hospitals is that 70 community hospitals have closed 
since 1960.  No teaching hospitals closed.   With so many hospitals closed, we 
should assume that all surviving hospitals are needed unless proven otherwise.  
The burden of proof should be on those who would allow another hospital to 
close.   
 
Fourth, efficiency does not protect hospitals.  Evidence from our national study of 
1,200 hospitals in 52 cities shows that more efficient hospitals are actually 
slightly likelier to close.  Often, hospitals are profitable because they are able to 
deliver care that pays better, such as much heart surgery and certain other kinds 
of costly high-tech care, not because they are efficient.  Another reason for profit 
is higher volume.  Hospitals that own doctors’ practices find it easier to direct 
more volume to those hospitals.   
 
Fifth, hospitals don’t close because patients vote with their feet in some free 
market game of musical beds—in pursuit of value for money.  Rather, hospitals 
close because they are unable to attract doctors and patients.  Patients tend to 
go where their doctors admit them.   
 
Sixth, many community hospitals have trouble attracting enough of the doctors 
they need.  Wealthy teaching hospitals offer more prestige, equipment, and 
stability.  That’s true even though Massachusetts had 3.92 patient care doctors 
per 1,000 citizens in 2002, 54 percent above the national ratio of 2.54.  And our 
excess above the national average keeps growing.   
 
Seventh, no free market identifies and stabilizes the hospitals and emergency 
rooms our state needs.  It’s wrong to worship the market.  It’s not a golden calf.  
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Especially when it isn’t working in the hospital care field.   Many community 
hospitals have been forced to put on gang colors to walk safely around the 
neighborhood—to partner with other hospitals to be able to stay open and deliver 
needed care.   
 
Eighth, state government mainly stands on the sidelines, unwilling or unable to 
identify and stabilize all needed hospitals and emergency rooms.   
 
Ninth, because the hospital field lacks both a functioning free market and a 
competent state government, the result is hospital anarchy.  Our hospitals are 
addicted to more money for business as usual.  They clamor for financial relief in 
the form of across-the-board Medicaid increases, even though one-half of the 
increase would go to the 20 most prosperous hospitals in the state—and do little 
to protect many of our needed, lower-cost, but endangered hospitals.   
 
Tenth, a concrete example will help.  Witness the Waltham Hospital fiasco of 
2002 - 2003.  Everyone agreed the hospital was needed.  In March of 2002, in 
accord with state law, the Massachusetts Department of Public Health studied 
the hospital and found that each of its services was essential.  The hospital was 
forced to close 16 months later, in July of 2003, despite good intentions and a 
moderate amount of state aid.  If a hospital is deemed essential to protect the 
health of the public, it should not be allowed to close.  (Disclosure:  One of us—
Alan Sager—served as a trustee of Waltham Hospital during the year before it 
closed.) 
 
 
II.  What would this bill do? 
 
This bill would take four steps that are the crucial minimum to identify and begin 
to stabilize all needed hospitals.   
 
First, the bill requires the Department of Public Health to determine annually 
which hospitals and hospital services in the Commonwealth are essential to 
protect the health of their communities.   
 
Regulation should consider five—availability of care, location and travel time, 
openness to persons vulnerable to deprivation of needed care, acceptability and 
ease of use, and comparative cost, safety, and efficacy of care.   
 
Second, the bill requires the Department to set and employ standards to identify 
hospitals in danger of closing.  This needs to be done far enough in advance to 
allow time to intervene.  Hospitals at risk would be identified at least annually.   
 
Third, this bill would allow a receiver to be appointed to protect, conserve, 
stabilize, and rehabilitate endangered hospitals that were important to keep 
open.   The bill empowers the Department or other parties to bring action to 
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appoint a receiver to operate a hospital under three main specified 
circumstances—to maintain needed health services that would not otherwise be 
available or adequate;  to particularly protect patients who are vulnerable to 
medical under-service or denial of needed care;  and to sustain effective or 
potentially effective low-cost facilities.    
 
Fourth, the bill would establish an essential acute hospital stabilization and 
preservation trust fund, to be financed by a one-quarter of one percent 
assessment on hospital revenues statewide.  This year, that would generate 
some $44 million.  The money would be used to help needed but distressed 
hospitals by financing technical or administrative assistance or cash grants.  
Cash could be used to cover operating losses or to cover special capital costs.   
 
The combination of receivership and trust fund would offer legal, administrative, 
and financial protection to help stabilize needed hospitals—particularly the lower-
cost community hospitals whose continued erosion will undermine access to care 
while driving costs still higher.   
 
Receivership and a modest trust fund are not enough to complete the job of 
protecting all needed hospitals.  But they are an essential beginning.  And they 
buy time to craft durable long-term changes in hospital financing and other 
solutions that protect hospitals at an affordable cost.   


