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As federal policymakers begin com-
prehensive health care reform dis-
cussions, it is important to examine 
state reform efforts and, specifically, 
the groundbreaking effort of the 
Commonwealth of Massachusetts. 
Massachusetts health reform has 
reduced the number of uninsured 
individuals to 167,300 statewide, 
according to the Division of Health 
Care Finance and Policy (DHCFP).1 
This successful coverage expansion 
has enabled many residents who were 
uninsured to connect to an afford-
able health insurance product with 
meaningful health benefits. However, 
despite this success, challenges are 
ahead for many Massachusetts low-
income residents who rely on safety 
net health systems—safety net hospitals 
that offer both inpatient and outpa-
tient care. Here, we highlight specific 
Massachusetts health reform policies 
that challenge the long-term viability 
of Boston Medical Center (BMC) and 
Cambridge Health Alliance (CHA), 

which are the Commonwealth’s largest 
safety net hospital systems. 

These safety net health systems 
care for the same, or a growing, vol-
ume of low-income patients follow-
ing statewide reform, but have been 
paid substantially below their costs 
for treating these patients. In order 
to ensure that low-income patients 
can access care via safety net health 
systems, state policymakers must pro-
vide sufficient reimbursement for 
Medicaid and the new public cov-
erage program—Commonwealth 
Care. Policymakers must also ensure 
that ongoing resources for remaining 
uninsured and underinsured patients 
are adequately funded via the state’s 
Health Safety Net Fund. Before health 
care reform, BMC and CHA relied 
heavily on supplemental Medicaid pay-
ments to offset losses from public pro-
grams; Massachusetts disproportionate 
share hospital (DSH) funds have been 
redirected, in part, to finance health 
care reform under a federal Medicaid 

waiver. This has adversely impacted a 
key federal funding source that works 
to ensure health care access for low-
income patients. 

It is becoming increasingly clear 
in Massachusetts that the safety net 
will be in jeopardy without on-going 
supplemental payments or addressing 
the payment inadequacies that exist 
in public insurance programs—this is 
problematic given that low-income 
patients, in rising number, look to 
safety net health systems for health care 
post-reform. Careful consideration of 
the financing implications of health 
care reform initiatives—especially 
safety net health systems—is war-
ranted. Covering the uninsured with 
funds that are now used by safety net 
hospitals to ensure health care access 
cannot be viewed as a one-to-one 
funding transfer, even in states like Mass-
achusetts with substantial pre-reform 
investments in safety net programs.

Recently, Massachusetts Governor 
Deval Patrick recognized the chal-
lenges facing safety net hospitals  
and their critical role in the 
Commonwealth’s reformed health 
system. In March, the Governor 
announced that he intends to direct 
$120 million from the American Recovery 
and Reinvestment Act to BMC and 
CHA. This relief provides welcomed, 
short-term relief for the safety net 
and its patients, working to make up 
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continue to play a vital role in expand-
ing coverage, primary care access, and  
a reformed health care system.

Background

Comprehensive Massachusetts health 
reform legislation, which was signed 
into law on April 12, 2006, sought 
to expand health insurance coverage 
to nearly all residents. To accomplish 
this goal, the state relied on several 
strategies: expansion of its Medicaid 
program, premium subsidization for 
low-income individuals enrolled in 
Commonwealth Care, creation of a 
connector to help individuals and small 
businesses access insurance products,  
an individual mandate requiring all 
residents to purchase insurance, and 
an employer requirement to provide 
health insurance or pay a “fair share” 
per employee per year. Implementation 
of the Massachusetts health reform 
plan began later that year and the  
program has had considerable success  
in enrolling previously uninsured 
residents into an insurance program. 
As of December 2008, the DHCFP 
estimated that 97.4 percent of 
Massachusetts residents were insured—
of those who gained insurance, about 
half were low-income or earned less 
than 300 percent of the federal poverty 
guidelines.2 While the overall insurance 
rate has increased statewide, the num-
ber of low-income residents that seek 
care at safety net health systems has 
also increased after health reform.

The statewide increase in pub-
licly sponsored coverage exceeded 
policymakers’ projections and created 

some of the difference between the 
costs incurred in treating Medicaid 
and Commonwealth Care patients 
and payments from these programs. 
However, the federal economic stimu-
lus legislation is a one-time funding  
source and such rescue funds may not 
be available in the future to close the  
gap between Medicaid and Common-
wealth Care payments and safety net 
providers’ costs. CHA is working in 
an active partnership with the state 
administration toward a sustainable 
funding platform. Safety net hospitals 
need predictable sources of revenue  
to sustain their public mission to care 
for the most vulnerable populations.

The National Association of Public 
Hospitals and Health Systems (NAPH) 
and its members—including BMC 
and CHA—support universal cover-
age and are committed to working 
with federal policymakers to achieve 
this goal, along with enhancing quality, 
guaranteeing access, and lowering costs. 
NAPH urges federal policymakers to 
proactively consider the critical role of 
safety net health systems in a reformed 
national health care system and ensure 
that the design flaw in Massachusetts’ 
health reform efforts—a re-direction  
of federal Medicaid DSH funds to 
finance health care reform and a corre-
sponding withdrawal of funds used to 
subsidize care to Medicaid and unin-
sured populations without an adjust-
ment to reimbursement rates—is not 
replicated nationwide. Failure to do so 
will lead the nation to the same chal-
lenges facing Massachusetts and the 
need to appropriate rescue funding  
for safety net hospital systems, which 

Before and after  
comprehensive health 
care reform, safety net 
health systems have 
served a critical role in 
ensuring that low-income  
Massachusetts residents 
have access to health care. 
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care for the vast majority of low-
income patients, the below-cost  
payment impact is compounded and 
unsustainable. These cuts shift the cost 
of caring for Medicaid and uninsured 
patients from the state to safety net 
health systems.

The role of Safety Net  
Health Systems Before and  
after Health reform

Before and after comprehensive health 
care reform, BMC and CHA have 
served a critical role in ensuring that 
low-income Massachusetts residents 
have access to health care. Before 
reform, uninsured patient care repre-
sented 20 and 23 percent of all patient 
care at BMC and CHA respectively; 
Medicaid patient care represented 
27 and 21 respectively. Post-health 
reform, BMC and CHA continue to 
care for a significant volume of low-
income patients, whether they remain 
uninsured or have coverage through 
Medicaid or Commonwealth Care. 
Overall, the number of low-income 
patients (Medicaid, uninsured, and 
Commonwealth Care patients) treated 
at BMC and CHA has increased 
slightly post-health reform, with the 
majority of the increase attributable to 
Medicaid patients (see figures 1 and 2).

Most notably, these low-income 
patients utilize outpatient health care 
services at BMC and CHA. These  
services range from primary and pre-
ventive care, diagnostic health care  
services, and specialty care. CHA has 
seen a 15 percent increase in low-
income patients accessing outpatient 

considerable cost pressures on the 
Massachusetts budget. During state fis-
cal year (FY) 2008, Commonwealth 
Care enrollment almost doubled— 
up from nearly 90,000 to more than 
173,000—3 and spending exceeded 
initial budget projections by $153  
million.4 Additionally, in FY 2009,  
the state continued to feel budgetary 
constraints due to the ailing economy.

In order to meet these rising cost 
pressures on the state budget, state pol-
icymakers re-examined many aspects 
of health reform, including its financ-
ing. Cost-cutting efforts began in FY 
2008 and will continue throughout  
FY 2009 to 2010. Among the most 
drastic cost-cutting measures, Medicaid 
reimbursement rates for providers  
have been targeted for significant 
reductions—a notable shift from the 
$86.5 million rate increase originally 
contemplated for FY 2008 as part 
of health reform to help close the 
payment-to-cost gap in the state’s 
Medicaid program. The Massachusetts 
Hospital Association (MHA) estimates  
that reductions in the FY 2009 
Medicaid physicians, psychiatry, and 
acute hospital payment rates will total 
$235 million. Of this amount, $100 
million represent emergency budget  
cuts that were disproportionately 
targeted at BMC and CHA.5 The 
Massachusetts Hospital Association 
currently reports that hospitals, on 
average, will be paid approximately  
70 percent of costs in 2010—an 
underpayment gap of approximately 
$500 million relative to the costs of 
care provided to Medicaid patients.6 
For safety net hospital systems that  

services post-health reform. BMC and 
CHA also provide support services 
that facilitate the delivery of care for 
many low-income patients. Examples 
of these services include translation 
services, social work services, transpor-
tation services, nutritional assistance 
for children and breastfeeding women, 
health and social services for immi-
grants, and substance abuse counseling 
and treatment.

In addition to providing critical  
services to low-income patients, 
Massachusetts safety net health sys-
tems also continue to meet the needs 
of diverse patient populations. For 
example, about 70 percent of BMC’s 
patients are of a racial or ethnic minor-
ity, and 30 percent of these patients do 
not speak English as a first language. 
Prior to reform, 40 percent of CHA’s 
patients were of a racial or ethnic 
minority; after health reform, that 
percentage has increased by 5 percent. 
Of these patients, many non-English 
speaking patients rely on safety net 
health systems for translation services 
and culturally-sensitive care. 

Massachusetts safety net health sys-
tems also provide the lion share of 
mental health services to low-income 
residents. Most notably, CHA has  
taken the lead by staffing 150 of the 
state’s approximately 1,700 licensed 
psychiatric hospital beds and providing  
10 percent of all statewide mental 
health inpatient stays.7 The concentra-
tion of psychiatric patients at CHA 
who are uninsured or on Medicaid is 
even greater, with CHA providing 27 
percent and 14 percent of statewide 
uninsured and Medicaid mental health 
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safety net health systems for care, it is 
unclear how other hospitals could care 
for these patients if BMC and CHA 
were not around. While metropolitan 
Boston is well known for its superior 
tertiary and quaternary care hospitals, 

half of CHA’s inpatient days are related 
to psychiatric and substance abuse 
admissions, versus a statewide average 
of 11 percent. 

Given that low-income, diverse 
patients disproportionately rely on 

inpatient stays. The latter is especially 
notable given the fact that the state’s 
Medicaid program, according to CHA, 
reimburses 60 percent of the costs of 
providing mental health services.  
FY 2007 data suggests that almost  

Source Boston Medical center
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Figure 1    Boston Medical center: low-income patient counts under Health care reform
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Figure 2    cambridge Health alliance: low-income patient counts under Health care reform

 % change

Medicaid 33% 

commonwealth care 190% 

uninsured/underinsured -19% 
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it is unlikely that these hospitals have 
the capacity to replace the services 
that BMC and CHA now provide for 
low-income patients, especially the 
high volume of ambulatory services. 
Additionally, BMC and CHA have 
specialized programs to overcome bar-
riers to access for low-income patients 
that are not replicated in other hospitals.

The challenge of caring  
for low-income patients post 
Health reform

Although safety net health systems  
are committed to meeting the needs  
of low-income patients, this commit-
ment has become increasingly difficult.  
Even though safety net health systems  
are caring for more low-income 
patients post health reform, reimburse-
ment for Medicaid and Common-
wealth Care patients is well below cost 
(see figure 3). These health systems are 
operating with losses that are finan-
cially unsustainable.

The effect of low reimbursement 
rates for public programs is magnified  
at BMC and CHA because low-
income patients account for almost  
50 percent of total patient care rev-
enue. Unlike other hospitals that treat 
mostly privately-insured patients, BMC 
and CHA are less able to secure favor-
able private reimbursement rates, given 
the small volume of these patients in 
their facilities, and unable to cross- 
subsidize Medicaid and Commonwealth  
Care losses—only 20 and 14 percent  
of BMC’s and CHA’s patient care  
revenue are provided by private insur-
ers, respectively. 

Before health reform, DSH pay-
ments—payments that were intended 
to ensure the financial viability of 
safety net hospitals that shoulder a dis-
proportionate burden of caring for the 
poor and uninsured—were available  
to safety net health systems, in part,  
to subsidize uninsured costs and offset 
low Medicaid reimbursement rates.8 
Yet, despite the intensified demand-
side pressures of treating Medicaid 
and other low-income patients, DSH 
payments have been redirected, in 
part, to finance health care coverage. 
Originally, policymakers assumed: 1) 
safety net health systems would no 
longer need DSH payments because 
their uninsured volumes would 
decrease; 2) Medicaid payment rates 
would increase to better cover costs; 
and 3) reimbursement for the newly 

insured would be adequate. Not all  
of these assumptions have proven true. 
Safety net health systems have seen 
a drop in low-income revenue post-
reform, despite a slight increase in low-
income utilizations (see figures 4 and 5).

looking ahead: What are the 
lessons from Massachusetts 
Health reform?

The experience of Massachusetts 
health reform provides important 
insights and lessons for national  
reform efforts.

loW-iNcoMe paTieNTS Will coNTiNue  

To rely oN SaFeTy NeT HealTH SySTeMS 

The Massachusetts experience reveals 
that safety net health systems will 
be just as important to low-income 

Source NapH analysis of Boston Medical center and cambridge Health alliance data

* low-income patients include Medicaid and uninsured patients for the pre-reform period;  
and Medicaid, uninsured, and commonwealth care patients for the post-reform period.  
calculations of payment-to-cost ratios do not include supplemental payments or other  
operating income.
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Source Boston Medical center

* payments do not include supplemental payments.
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Boston Medical center: caring for More low-income patients under 
Health reform While payments Decline and costs increase

patients after reform. First, these safety 
net health systems continue to serve 
as the community hospitals for their 
patients, offering specialized resources 
relied upon by their patients, and 
expanding primary and preventative 
care access. Second, the number of 
low-income patients treated at safety 
net health systems may increase, rather 
than decrease, after reform. Third, 
despite the success of Massachusetts 
health reform, 167,300 people remain 
without coverage and these individuals 
continue to access health care via safety 
net health systems.

policy implication: Policymakers 
should anticipate that the safety net 
will continue to meet low-income 

■

patient needs after reform. Policy-
makers should also anticipate that 
many will remain uninsured and 
map resources accordingly to care for 
these patients. Policies must be nim-
ble to respond to the uninsured and 
their ongoing health care needs.  

reiMBurSeMeNT raTeS For MeDicaiD 

aND NeW coverage plaNS aFFecT  

loW-iNcoMe paTieNT acceSS 

It is unsustainable to pay safety net 
providers less than cost for treatment 
provided to Medicaid, Commonwealth 
Care, and uninsured patients. If pay-
ment rates are not brought up to par 
with costs, low-income patients will 
not have access to health care. If this 
is not remedied, Massachusetts health 
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Source cambridge Health alliance

* payment-to-cost ratios do not include supplemental payments.
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cambridge Health alliance: growing low-income visit volume and  
Declining payment-to-cost ratios* under Health reform

  Medicaid FFS and Managed care 

  commonwealth care      

  uninsured/underinsured

  payment-to-cost ratio

reform efforts—while successful in 
expanding the number of individuals 
with an insurance card—will fall short 
in providing access to care. Redirecting 
funds used to support the safety net 
without establishing adequate reim-
bursement rates only shifts additional 
costs to the providers who care for 
low-income populations.

policy implication: In a reformed 
health system, Medicaid and any 
new public insurance plans must 
adequately reimburse safety net pro-
viders. If reimbursement rates are 
lower than costs, policymakers must 
continue to provide supplemental 
support—via DSH funding or some 

■

other mechanism—to providers that 
cannot subsidize these losses. 

regular exaMiNaTioN oF  

HealTH reForM FiNaNciNg iS  

criTical To MeeT goalS 

In Massachusetts, state policymakers redi-
rected existing funds—Uncompensated 
Care Pool funds and DSH payments—
to finance a portion of health reform. 
However, by underestimating both  
the number of uninsured low-income  
residents and the pace at which these 
residents signed up for coverage, 
the state has had to make trade-offs 
between subsidizing premiums for the 
163,000 newly-insured Commonwealth 
Care enrollees, paying for health care 
services for the 167,300 individuals  
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without coverage, and paying fair 
provider reimbursement rates for 
Medicaid and Commonwealth Care. 
This trade-off raises the question of 
whether statewide health care costs 
have been contained or merely shifted. 

policy implication: It is important 
to map appropriate resources for 
remaining uninsured patients post-
health reform and to fund low-
income care. Planned mid-course 
evaluations by policymakers are  
critical to assess whether health 
reform actually contains, or merely 
shifts, costs.

conclusion

Massachusetts health reform pro-
vides important insights and lessons 
for national reform efforts. First, 

■

Massachusetts shows that a strong 
safety net system is essential in a 
reformed health care system—low-
income patients continue to rely on 
the safety net for care. Second, the 
Massachusetts experience highlights 
the need to be careful in transition-
ing a system that relies on supple-
mental payments to cover inadequate 
rates received by health systems that 
treat a substantial volume of low-
income patients. This transition will 
threaten the survival of the safety 
net if Medicaid and other coverage 
program payments are inadequate to 
cover Medicaid or uncompensated 
care shortfalls. Fair payments for low-
income coverage programs are essential 
in health reform; without fair pay-
ments or supplemental payments, the 
viability of the safety net is at risk, as is 
low-income patients’ access to care. 
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