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Charity care: When hospitals pay for patients who can’t

When you think of charitable organizations, you probably don’t think of hospitals.

Yet every year hospitals throughout the U.S. spend billons of dollars treating people who can’t pay for their care. 

“Because you don’t have health insurance doesn’t mean that you don’t get sick or in an accident,” says Carmela Coyle, senior vice president for policy for the American Hospital Association (AHA). “It’s every hospital’s mission to treat patients in need of emergency care, whether they can pay for it or not.”

When a patient is unable to pay for medical care at a hospital, the costs are often written off as charity care.

What is charity care?

Any hospital with an emergency department is required by law to treat and stabilize all patients who arrive seeking medical care.

If a patient is treated at a hospital and is unable to pay for the services, the unreimbursed costs fall into one of two categories: bad debt or charity care.  Bad debt consists of services for which the hospital expected, but did not receive, payment.  Charity care is defined as services provided for which the hospital does not expect to receive payment because it has determined the patient is unable to pay.  It consists of both reduced payment and no payment for medical services.

Memorial Health Center in Medford is not an exception.

“In 2005, we had over $660,000 in uncompensated care,” said Mike Gutsch, Vice President of Finance for Memorial Health Center.  “That’s a huge financial burden to bare, but we will persevere.”

“Providing quality healthcare, exceeding the expectations of our patients, will always be a priority for Memorial Health Center,” said Greg Roraff, CEO of Memorial Health Center.  “We continue to become more efficient and effective as we provide healthcare services to our patients.  We’ve also stepped up our health and wellness educational efforts with the intent of decreasing illnesses and injuries.” 

-Continued on page 2-

A costly endeavor

Current government estimates place the number of Americans without health insurance at more than 41 million. And there are many more people who are underinsured.

In 2004, the cost of uncompensated hospital care—which includes both bad debt and charity care—totaled about $27 billion, according to the AHA.

“All of these unfunded costs are left on the hospital’s doorstep,” Coyle says.

With so many people unable to pay for health care, hospitals are constantly looking for ways to both provide quality service and to survive financially.  To offset the costs of charity care, hospitals are often forced to increase charges for medical services and perhaps rely on donations. 

But even with community support, many hospitals still end up losing money each year due to uncompensated care.

“The ability of hospitals to offset these losses varies dramatically throughout the United States,” Coyle says. “With more and more people who can’t afford health care, it puts a lot of pressure on hospitals. It’s become a real societal problem.”

For more on hospital charity care, visit the AHA Web site at www.aha.org.
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