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For the patients and staff at Charity Hospital, New Orleans (1736–2005) and Grady Memorial Hospital, Atlanta, which, thankfully, is still with us.
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“Better the occasional faults of a government that lives in a spirit of charity than the consistent omissions of a government frozen in the ice of its own indifference.”

—FRANKLIN DELANO ROOSEVELT, June 27,1936






FOREWORD

Arthur Caplan, PhD

Founding Director, Division of Medical Ethics

Drs. William F. and Virginia Connolly Mitty Professor

Department of Population Health

NYU Langone Medical Center

Two moral myths thread their way through this book. They are myths so powerful that they have long flown in the face of well-established facts. One is that America has the best health care system in the world. The other is that every American receives the same quality of care regardless of whether they are rich or poor.

These are myths that Mike King must debunk in order to explain why public charity hospitals like Grady Memorial in Atlanta, Cook County in Chicago, Jackson Memorial in Miami, Bellevue in New York City, and many others in urban areas have the mission, census, and finances that they do. If the two myths were true, a powerful argument could be made that these hospitals and others like them need not exist.

But they are just that—myths. As this book convincingly shows through its illuminating tour of both history and current affairs, our great public hospitals—the true safety nets of American health care—remain essential.

As King points out, American political leaders and physicians prominent in major medical associations often declare that America has the best health care system in the world. When, at the start of his first term, President Barack Obama proposed the Patient Protection and Affordable Care Act to broaden access to affordable health insurance for millions of uninsured Americans, the Republican leadership in both the Senate and the House warned that his reform would do nothing but ruin the world’s finest health care system.

It is impossible to believe that a country that had forty-one million uninsured citizens as recently as 2013 could claim to have the finest or best health system in the world. Even after the Affordable Care Act was implemented in 2014, there were still more than thirty million Americans who lacked health insurance. No other developed nation has that large a percentage of uninsured citizens.

Those who are uninsured often cite the high cost of insurance for their lack of coverage. It is simply too expensive for poorer people who don’t qualify as poor enough for Medicaid in their states to buy private insurance for themselves and their families.

In 2014, many people who worked did not have access to insurance coverage through their jobs. Poor adults in states that did not expand their Medicaid programs—as the Affordable Care Act encouraged states to do—remain ineligible for public coverage, even though someone would have to be absurdly poor to gain eligibility for Medicaid in many states. In addition, there are millions of undocumented immigrants who are ineligible for any form of insurance. People of color are at higher risk of being uninsured than whites.

Why don’t we worry about these millions of uninsured Americans and their families? It is partly because of the Gradys. Public hospitals take the uninsured into their ERs and handle their health crises. Because of the efforts and skill of those who staff these public hospitals, we continue to ignore the huge flaws and gaps in the American health care system.

The heroic administrators, health care providers, and workforces that battle inadequate budgets and the overwhelming damage done by guns, drugs, booze, vehicular mayhem, domestic violence, mental illness, sexual assault, premature births, injuries to undocumented workers, gangbanging, and grueling poverty—whose work forms a core part of the focus of this book—also are a Band-Aid for a health system that is not a system but rather a patchwork of charity, debt, cost-shifting, patient diversion, waiting lists, little outreach, and poor follow-up.

The poor and those relying on programs for the poor do get care. It is care that comes late—often after asthma, high blood pressure, depression, or diabetes have done their worst. It is care that may require long hours of waiting to receive. It is care often delivered by those still in training. It is care that often is uncoordinated and thus requiring many visits, lots of bus rides, and multiple appointments. And it can be very expensive care.

Health care costs twice as much in the United States as it does anywhere else in the world with similar capabilities. The poor face more cost burden than the rich since they cannot afford the health insurance premiums these costs require, or the copays that often are charged.

“There is no such thing as a legitimate price for anything in health care,” George Halvorson, former chairman of Kaiser Permanente, the giant health maintenance organization based in California, has said. Halvorson would know since his system has sought greater efficiencies for years. “Prices are made up depending on who the payer is” is the startling message he has to deliver. Even worse, surveys show Americans equate the quality of care they get with its cost.

When Medicare or the Department of Veterans Affairs or the US armed forces are paying the bills, prices tend to be lower. Private insurers bargain hard for lower prices. The uninsured, on the other hand, are stuck with the worst prices. So some hospitals drive up costs by imposing high prices on the uninsured for many services, which they try to recapture from public taxes or charity, thereby keeping their services available but not always efficiently. These hospitals are stuck in a cycle of rising cost with falling subsidies.


Maybe we could justify a much greater bill for paying for the Rube Goldberg patchwork of a health system we have if it performed much better than those in other nations. But it does not. The poor in particular often get rescued by public hospitals, but the ability of these institutions to act as front-line primary care providers seeking to prevent problems before they get started and become very expensive to manage is very low.

What about the other myth that everyone in America gets the same quality of care? In one sense that is true. When you get your gallbladder out at the Mayo Clinic, NYU Tisch, Grady, Jackson, or at Ben Taub in Houston or at Kings County in Brooklyn, everyone involved in your care is not concerned with who you are, your race, or your gender—they want to do the best job they can with the surgery. But that is where the myth ends.

You cannot and should not read this book without feeling the baleful presence of race on every page. Racism is a huge blight on American society, and its influence has driven the evolution of American health care, including the ghettoization of poor patients of color into charity hospitals. These institutions were until relatively recently segregated, underfunded, and off the attention span of middle-, upper-class, and rich Americans, with the exception of an annual charity fundraising event or two.

The Commonwealth Fund, an independent foundation, in various reports it has commissioned on health care in America, sees “Two Americas” in our health system. Who you are, where you live, and how wealthy you are play key roles, not in the quality of the care you get, but in whether you get care at all.

Looking across states, Commonwealth finds a lack of timely, affordable access to care—in particular, primary care—which undermines health, especially among low-income African-Americans and other minorities. Among low-income adults age fifty or older, fewer than half receive recommended cancer screenings and vaccines in states with greatly limited Medicaid programs. Rates of hospital admissions for respiratory disease and the complications of diabetes are four times higher in the worst-performing Medicaid states compared with the most generous ones. For children in low-income communities, there is an eightfold spread between the highest and lowest state rates of hospitalization for asthma.

The poor who are stuck with lousy, limited Medicaid programs, mainly in the South, have double the rate of premature death before age seventy-five, infant mortality, smoking rates, obesity, and dental disease. If you get care, it is not hugely shaped or influenced by poverty or race. Whether you get any care at all before finally being wheeled into a public hospital in a crisis very much is.

Why the disparity? Racism combined with American capitalism has brought a terrible legacy in its wake. America is the only rich nation on earth that does not recognize health care as a right. We see health as something you deserve by earning it at work. If you are unemployed or underemployed but capable of full-time work, then what America offers you is mostly scorn with a bit of charity in the form of the right of entry into emergency rooms at public hospitals. These hospitals function not only under the stigma of serving the poor, often minorities or undocumented persons, but also those seen as undeserving because they did not earn their health insurance and, thus, their care.

Most nations see health care as something the community owes all of its citizens along with education and food. A few see health care as an entitlement in order to insure a competitive workforce. And some see health care as a right because it is the cheapest way to deliver care rather than using the complex bureaucracy, exclusions, copayments, and paperwork that characterize our private, employment-linked, market-based health system.

How did we get here? Why have these myths about health care lasted so long? Why is the United States the exception among our peer-nations when it comes to universal coverage? What role do public hospitals play both in protecting the vulnerable and allowing us to ignore the sources of their vulnerability? Can or should we hope for a day when the public hospital is no longer needed?

A Spirit of Charity has many of the answers to these vital questions.






PREFACE

THE MAJOR PLAYERS

For the purposes of this book I’ve focused on the history and current status of five large American public hospitals.

All of them share common traits, but they are also distinctively different, as I hope you’ll come to understand. The most common denominator of four of them: They are survivors in a highly competitive health care marketplace where one-third to one-half of their patients have no insurance, or rely on state Medicaid programs to cover their bills. The fifth hospital was orphaned in 2005 after years of neglect.

Let me introduce them:

Grady Memorial Hospital in Atlanta is the primary focus of this narrative because of its long history, the compelling financial and political challenges it continuously faces, and—last but not least—because as an Atlanta journalist, I am most familiar with it. In 2013, Grady listed $93.1 million in charity care in the report it is required to file with the Centers for Medicare & Medicaid Services. While it is the smallest of these hospitals, Grady, which opened in 1892, provides a great prism for the issues I want to illuminate in this book.

Parkland Memorial Hospital in Dallas is similar to Grady and has most recently come out from under intense federal supervision for quality-of-care issues. The new Parkland Hospital that opened in August 2015 is perhaps the most state-of-the-art public hospital in the country. It is testimony as well to the public’s willingness to secure its future. In 2013, Parkland reported $316.9 million in charity care in federal filings.

Jackson Memorial Hospital in Miami has faced financial issues similar to Grady’s and struggles to maintain its charity mission in a state, like Georgia, that has steadfastly refused to expand health insurance coverage for the poor. Jackson Memorial provided $111.1 million in charity care in 2013.

The John H. Stroger Hospital of Cook County, in Chicago, formerly known simply as “County” in recognition of the aging facility it replaced in 2002, is among the leaders in experimenting with new methods of health care delivery and payment. The county hospital system, in conjunction with federally funded primary care clinics in and around Chicago and the Illinois Medicaid program, operates an HMO-type insurance plan for low income residents. County reported charity care costs of $163.3 million in 2013.

And last, Charity Hospital of New Orleans, which was closed after Hurricane Katrina in 2005. Founded by Roman Catholic nuns in 1736 and eventually owned by the city and state of Louisiana, Charity was the very definition of an urban hospital dedicated to serving the poor. Charity’s doors were padlocked after the storm, even though it could have reopened within weeks. Louisiana officials instead spent the next ten years using disaster relief money to build a new hospital, University Medical Center (UMC), in a once-residential neighborhood nearby. What happens at UMC in the next few years, whether and how its mission of caring for the poor might differ from Charity’s, will say a lot about the future of public hospitals and government support for them.

While concentrating on these five, it’s important to understand that there are a few dozen other public hospitals like these around the country, hospitals that were chartered by state or local governments to provide vital services to residents without regard for their ability to pay. They include places like New York City’s iconic Bellevue Hospital (one month older the Charity), the University of Louisville Hospital, Regional One Health in Memphis, MetroHealth Medical Center in Cleveland, and the Denver Health Medical Center.

To varying degrees, all of the hospitals in this category rely on public support, usually in the form of tax dollars over and above what they get from Medicare, Medicaid, and private insurance plans. These hospitals, and others like them, show up in this book, too.

And then there are hundreds more hospitals that, while not necessarily publicly chartered or financed with tax dollars, continue to provide a significant amount of free and reduced-cost care in the communities they serve. This is especially true of many of the academic medical centers that operate both specialty and community hospitals where doctors get their training.

By the end of 2016, just after the election of president Donald J. Trump, and three years into the Affordable Care Act that Trump promised to repeal, there were still about twenty- eight million people in the country without health insurance. Millions of others were holding policies that required them to pay substantial out-of-pocket premiums and expenses they could ill afford. The first plan to arise out of the GOP’s seven-year effort to thwart the law showed every indication of making the situation more dire, especially for the elderly and working poor.

Every independent analysis of the failed Republican plan showed that the number of Americans without insurance would inevitably start rising again, returning within a decade to more than fifty million. If this were to happen, the litany of predicted effects is one we know all too well from history. The death toll from lack of coverage could rise to 50,000 or more unnecessary deaths per year, based on projections made before the ACA was enacted. This would further exacerbate the health disparities that already exist between black and white, rich and poor in our country. The cost to those who are provided insurance benefits through their job would once again start to rise, to offset the cost of unreimbursed care. And the burden on public hospitals would be worse than ever.

The election of 2016 and the resultant uncertainty illustrates anew how the United States has fallen far short of the achievement of other major developed nations—guaranteeing its citizens, regardless of income or status, access to affordable health care. We remain alone in this dubious honor.

This book was written on behalf of the underappreciated and underfunded hospitals that care for the millions of Americans we have purposefully left behind.






INTRODUCTION

“Get your things together. You need to get to Richard quickly.”

If the calm tone in her neighbor’s voice hadn’t shown the urgency of the news, her ashen face left no doubt when Isobel Moutrey opened the front door to her West Atlanta home.

Two other neighbors waited in their car as she gathered her phone, purse, and other essentials before bolting out the door. While they moved swiftly through Atlanta traffic, they told her all they knew: A car plowed into Isobel’s husband, Richard, as he and another neighbor were bicycling through Buckhead, an upscale business and residential district. His fellow rider reported by phone that Richard was conscious, but very badly hurt.

Along the way, Isobel got the call that Richard was being transported to Grady Memorial Hospital, located miles to the south in downtown Atlanta.

“Grady? Why not Piedmont?” she thought to herself. Richard had been to the ER at Piedmont Hospital in Buckhead a few years earlier when he hurt himself while working in the yard. She knew Piedmont. It was great. Richard was treated well there. She knew nothing about Grady.

“I knew it was a big public hospital,” she said, but she knew very little else about it. Nor did it help her perception of the place when she got to the emergency department and had to go through a metal detector. She was furious, but complied. Then she waited for nearly an hour for word about her husband’s condition.

“What kind of place is this?” she recalled asking herself.


Henry W. Grady Memorial Hospital is a fixture in Atlanta, one of the oldest hospitals in the city and the largest public hospital in the state of Georgia. The Grady trauma center, where Richard Beckel was taken, is one of the best, and busiest, in the country.

But, like Isobel Moutrey, most Atlantans know it primarily as the poor people’s hospital and for good reason. Two-thirds of Grady’s patients don’t have enough money to pay their bills, or they rely on Medicaid, the government health insurance plan for the poor. Many of them enter the hospital through the always-crowded emergency department, metal detectors and all. More than 75 percent of Grady’s patients are black.

So it was on that Super Bowl Sunday, 2012, that Richard Beckel, a business executive with excellent health insurance, and his Canadian-born wife, Isobel Moutrey, entered somewhat unwillingly into the mysterious world of America’s public hospitals. Richard had multiple surgeries. He spent weeks on a ventilator that assisted him with breathing, allowing him slowly to recover from his myriad internal injuries.

Isobel lived through the full Grady experience as well.

When she wasn’t at Richard’s bedside, she spent most of her time on the surgical recovery floor in one of the hospital’s renovated wings. A passkey is required to get into the waiting room there, a security measure she grew to appreciate.

She has nothing but praise for the hospital’s medical staff, and she grew close to the families of several patients while Richard was there.

But she also remembers the smell of marijuana in the ER waiting room with its gas-station–like restrooms that smelled of urine and vomit. There were other parts of the hospital that sometimes felt unsafe, she said. She attributed this to an aging facility and Grady’s “mission to be open to the poor and vulnerable. It was winter, and the warm building was a haven for the homeless. The staff did their best to patrol any situation that arose,” she said.


At his discharge months later, the couple had a much better understanding of how essential Grady was in saving Richard’s life. They also learned how important Grady is to metro Atlanta. They now count themselves among the hospital’s most vocal advocates.

Truth be told, many Americans don’t know much about the large, government-owned and -operated urban hospitals that serve as the provider of last resort to this nation’s poor and uninsured. These hospitals emerged within our great cities decades ago with specific missions to care for the “indigent sick,” but their importance today seems little understood in the context of the massive changes taking place in our nation’s health care system.

We recognize many of them from their iconic names and the regular news coverage that attends them: Bellevue in New York, (Cook) County in Chicago, Jackson Memorial in Miami, and Parkland in Dallas, to name just a few.

Because of Hurricane Katrina, many of us came to know one of the nation’s oldest, Charity Hospital in New Orleans. Remarkably, Charity recovered quickly from the storm and flooding, but was unceremoniously abandoned by state and local governments in the aftermath. I shall have much more to say about that in a later chapter.

There are dozens of hospitals like Grady around the country, civic fixtures that once were the largest and most important medical institutions in the community, but places now that those of us with good health insurance would rather avoid.

Yet these are often the same places where thousands of young physicians and nurses were assigned their first on-the-job training. Generations of medical professionals spent long nights and sleepy days in the crowded wards and treatment rooms of these hospitals, suturing wounds, delivering newborns, and—facing the hard truth of medicine—recognizing that they can’t save everyone.

It is here that they learned the abbreviated life stories and met the victims of heart attack, stroke, and violent accidents whom they were required to pronounce dead. Yet it was also here—at these places—where they came to understand that the vocation they chose could literally save lives. There is no better place to train than at a public hospital, as many physicians will tell you.

How these hospitals survive, who pays for them, and how they fit into the nation’s $3 trillion-a-year health care system is a mystery to most of us.

This is a book about these special places. My goal here is to help interpret their history and significance for general readers and, along the way, to explain why they have come to be the symbol of how the poor are cared for in the United States.

Not surprisingly, in a country that has yet to determine whether access to basic medical care is a right or an earned privilege, these places bear the burden of that indecision. Indeed, their very existence, as we shall see, makes it easy to avoid the discussion altogether.

That’s because most of the people who show up in the emergency rooms and clinics of America’s public hospitals represent the gaping holes, the ill-conceived compromises, and the unintended consequences resulting from decades of attempts to reform health care in the United States. Especially now, as a newly elected president has joined forces with Republicans in Congress intent on rolling back the 2010 Patient Protection and Affordable Care Act.

Deciding Who Should Get Care

To understand the history of public hospitals in America is, in many ways, to understand the contradictions embedded within the American experiment of self-governance. For these places of healing stand in perpetual tension between the highest charitable aspirations of our nation as a whole, and a strong opposing attempt, with roots in state government, to separate the “truly disadvantaged” who deserve help from those who won’t take care of themselves.

Nowhere is this more obvious than in the South.

Here it is often difficult to distinguish legitimate disagreement about the cost and effectiveness of government-provided social services from the region’s ugly history of government-promoted discrimination. Just consider the political geography on display in a 2015 map of those states that have embraced health care reform and those states that continue to actively oppose it. You can almost see the invisible ink of the defeated Confederate States of America in 1865. It mirrors, as well, the region where the harshest state’s-rights battles were waged over desegregation in 1965.

And there’s this: The map of the modern South provides an X-ray image of where the population is much more likely to include residents suffering from chronic diseases compared to other regions of the country. These are conditions such as hypertension, diabetes, obesity, and, most recently, new cases of HIV/AIDs, which are endemic among the poor and socially marginalized, both African-American and white. Is this a mere coincidence?

Even without the specter of racism and other enduring forms of discrimination founded in social class, gender, and ethnicity, public hospitals have always existed in the uneasy gap between altruism and austerity when it comes to the appropriation of tax dollars. From a strictly political perspective, these hospitals have been a rich source of patronage jobs for big-city power brokers. Many of them have provided ample reason for public skepticism about their stewardship.

But they have also served as a training camp for generations of public health advocates who demand more attention be paid to the needs of the poor. These voices are important because, while politicians like to talk about “American exceptionalism,” they rarely mention how exceptionally different our health care spending priorities are from Europe and other advanced nations.

No doubt America’s exceptionalism has spawned great scientific advancements in the detection and treatment of disease. But the reality is that these medical achievements are not shared equally by our citizens. In comparison to other developed nations in preventing disease, disability, and death, we fare poorly while outspending all of them.

What keeps us from doing better, and where do public hospitals fit into this picture?

In medicine, there is a condition among infants called “failure to thrive.” Premature birth, infections, and an inability to absorb nutrients are common causes for why some infants do not grow as well as they should. But inconsistent feeding and poverty can cause the condition too. Another important risk factor: The lack of an emotional bond between parent and child.

In many ways, this is what has happened to America’s public hospitals and the people they serve. They cannot thrive by relying on the marketplace alone. They need consistent government support. Without it, they are left to bear more and more financial responsibility for caring for an impoverished clientele.

The historic bond between these hospitals and the governments that gave them birth is being challenged in an era of fiscal austerity and reliance on marketplace solutions to health care spending. That is especially so in those states whose hostility to the federal government has caused them to forgo billions of dollars in funding offered under the Affordable Care Act that could have provided coverage for millions of newly insured poor.

Wherever they are located, our great public hospitals represent more than a frayed safety net. They have become also a safety valve for the nation’s medical-industrial complex. They exist, not just to take care of the poor, but to relieve others from the challenge to profits that poor people represent. If this country has, as we often hear, “the greatest health care system in the world,” it is because these hospitals allow that system to thrive even if they themselves are too often denied the same opportunity.

Here’s another way of looking at it: Hospitals that run out of room in their emergency departments go on “diversion,” the code word they use to notify ambulance crews to take incoming patients somewhere else. Diversion is an accepted practice in emergency medicine.

But this is also an accepted practice in everyday American medicine. It isn’t that privately owned hospitals—whether for-profit or not-for-profit—routinely shut their emergency room doors to poor patients. (Under federal law, they can’t turn away a patient with a life-threatening condition. But, once stabilized, they can lawfully send them home.)

Many private hospitals provide a responsible level of financial assistance to those who can’t afford it. Still, there is a limit to what they are willing to do, and because of keen competition in the market, they often are on diversion when it comes to taking care of the poor and uninsured when those patients need nonemergency care. In this way, public hospitals have become the pressure release valve for our system.

If they did not exist, we would be forced to invent them. Because they exist—indeed, many, like Grady, have been around for more than a century—we seem content to take them for granted.

Maybe that is understandable. There’s often a sense of déjà vu to discussions about how the country’s urban charity hospitals are on the brink.

Grady’s history in Atlanta, for instance, includes equal parts dysfunctional local governance and a state political leadership that has been studiously indifferent.

Nor are public hospitals always the most accommodating of places. Despite efforts to improve the “consumer experience” by making their facilities more like the competition, a visit to many of them, even the great ones, can feel like a trip to the DMV. Isobel Moutrey’s experience with Grady’s ER waiting room is all too common.


A Bigger Picture

But a larger, more complete narrative for Grady and so many other hospitals like it must also include numerous examples of excellence in “battlefield” medicine, scientific advancement in clinical care, and the remarkable healing services practiced by generations of physicians, nurses, and staff, all of whom understand their primary mission is to take care of the poor.

Still, this fact remains: Unless you’re badly injured, like Richard Beckel, or you’re poor, you don’t choose to go to Grady.

It wasn’t always that way. Not long ago, more babies were born at Grady than at any other hospital in Atlanta. A lot of elderly Atlantans quickly tell you they are “Grady babies.” But when pressed, many of them acknowledge that they have not been back there since their mothers took them out of the formerly segregated hospital’s all-white, or all-black, maternity wards. They have a choice about where to get their health care now, and for most Atlantans, Grady isn’t anywhere near the top of the list.

Just as city fathers predicted in 1892, when the first hospital bearing crusading journalist Henry W. Grady’s name opened, Grady is a magnet for the poor, the homeless, and the dispossessed. That’s probably fitting for a hospital that was created when the post–Civil War almshouses and infirmaries in Atlanta could not handle the increasing public health load for a growing city.

Even today, from the windows of Grady’s long corridors, dozens of homeless men can be seen huddled in blankets on winter nights and seeking shade from the harsh sun on summer afternoons on the streets beneath the shelter of overpasses along the I-75/85 “downtown connector” that bisects Atlanta. It is as if they want to stay close to the one place they know will take them in.

Large numbers of people who have no way of paying for their care visit Grady’s outpatient clinics every day to get their high blood pressure or blood sugar levels back under control. The emergency department takes all comers suffering from virtually every disorder of the body and the mind—even if patients know they’ll have to wait hours to be seen. Still, they come. Upwards of 435,000 outpatient visits each year (the equivalent of every man, woman, and child who lives in the city of Atlanta), more than 100,000 of them entering through the emergency room.

And it’s not just basic medical care they seek, or need. If you are poor, without insurance, and faced with a late diagnosis of advanced cancer, Grady’s staff will pull out all stops to get you chemotherapy that might help beat the odds of an early death—the same costly treatment readily available to insured patients in other Atlanta hospitals just a few blocks away. It offers the best stroke care and intervention in the city, even though few people know it.

Most of the Atlanta metro area’s five million residents recognize that charity is at the heart of Grady’s mission and that it gets some local funding from county governments. They know, too, that it is the go-to trauma hospital for the region, which is why Richard Beckel was taken there. Local newscasts routinely set up cameras outside the Grady ER to chronicle the mayhem on Atlanta’s streets and carnage from its highways.

Television commercials, roadside billboards, and placards on grocery carts tout the lifesaving work of Grady’s trauma doctors and nurses. Richard Beckel’s picture is on some of those placards.

But metro Atlanta residents are largely unaware of Grady’s critical role in training many of the doctors who work in the hospitals where the more affluent gravitate; or how Grady’s comprehensive HIV/AIDS clinic is a model for others around the country; or that Grady has the only sickle-cell clinic in the region; or that it houses the state’s most advanced unit for people who suffer life-threatening burns. They understand even less about how the hospital and its services are financed, and how it can afford to provide all that free care. What they do hear, all too frequently, is how it is on the brink of insolvency or in political turmoil over how it is managed.

The social and policy issues Grady raises are complex and cut across all levels of government. They are infused with local politics—rural versus urban, or frugal Republican suburbs versus tax-and-spend city Democrats.

And then there’s the issue of race, always race, especially with Grady’s history of separate and not-always-equal treatment of the city’s large African-American population. These and other issues invariably surface when talk turns to Grady.

If you see similarities to this debate where you live, it is probably because there is a Grady that operates on a similar knife-edge of viability in your city.

Even after full implementation of the 2010 Patient Protection and Affordable Care Act—the latest effort at reform—public hospitals still remain the only hope for millions of Americans left without health insurance coverage. And, like Grady, they may be running out of ways to adapt.

Insurance companies, pharmaceutical firms, and other segments of the medical-industrial complex have proven quite successful at navigating the changing currents of health policy over the decades. They will find ways to prosper with this most recent reform effort as well. But history shows public hospitals are always among the last to benefit from the very changes supposedly designed to make the overall system more affordable and equitable. Time and again, reform after reform, they find themselves waiting to see how the larger market responds, and then creating new ways to care for—and pay for—the patients still left behind.

And there are always patients left behind.

Nearly a century ago, after Germany, England, and other European countries enacted compulsory health insurance, the United States rejected the idea, despite evidence that the rising cost of medical care was jeopardizing the welfare of working-class families. Powerful forces—corporations, unions, physicians, and insurance companies—helped torpedo the concept, arguing that voluntary plans would suffice. Although some of the players have changed positions, and new ones have joined the fray, there has been no serious effort since then to make health insurance universally available to every American.

Reform efforts instead have been aimed at making health care more affordable and available to one group at a time, as sociologist Paul Starr has noted. Periodic reform efforts have also been designed to pacify employers, insurance companies, doctors, hospitals, and other major players, all the while hiding the true cost of care to many Americans, Starr says.

These incremental steps have also generated intense debate and, at times, resulted in policies that have unintended consequences.

For instance, in the New Deal era, the movement toward voluntary group health insurance was started exclusively to help pay hospital bills, not doctor bills. The impact of that initial determination—that health insurance is primarily a hedge against the high cost of hospital care—would haunt the health care system for decades to come, not because it wasn’t true at the time, but because in later years, it became much harder to switch gears and underwrite coverage for primary care and preventive services to help keep people out of the hospital.

How We Got Here

Another round of reforms enacted fifty years ago with the creation of Medicare set the stage for where we are now.

Medicare was established to guarantee care to the nation’s oldest and most vulnerable patients. And it has unquestionably worked, improving access to health care, extending lives, and, along with Social Security, assuring the elderly and disabled that they will not have to choose between paying medical bills and putting food on the table—a harsh reality for millions of Americans prior to 1965. (It’s also worth noting that the United States is the only country in the world to create a compulsory health insurance plan that benefits only the elderly. Virtually every other developed nation has universal coverage for all its citizens.)

Even by singling out only one segment of its population, the sweeping federal program still fundamentally altered how health care is delivered and who provides it in our country.

Backed by federal payroll taxes, Medicare provided the financial footing for a burgeoning market of for-profit and nonprofit hospitals, many of them built with the help of federal construction money in the decades before the law was passed. And, most importantly, because it paid for care in a growing population of Americans who up until then couldn’t afford it, Medicare allowed most of the health care system to narrow its vision of how much charity care was needed for the poor and uninsured.

A marketplace adjustment such as Medicare could have been absorbed, probably without long-term problems, except that the country failed to fully take the next step—to set up a similar program for the poor.

Here is where most Americans can be forgiven for being confused. Isn’t Medicaid the program for the poor? Isn’t it run by the same federal agency that runs Medicare?

Answering this is essential to understanding the policy issues coming to bear on America’s public hospitals. (I’ll be elaborating on them in subsequent chapters.)

Put simply, it is critical to understand that, unlike Medicare, Medicaid never received a designated source of revenue to make it sustainable as a legitimate health care program for the poor. In order to get enough votes to levy payroll taxes that would allow the federal government to run the health care program for the elderly, President Lyndon B. Johnson and Medicare’s promoters gave the fifty states much more leeway in the creation of Medicaid and how it is financed. This tactic showed the kind of political savvy that made Johnson so successful in the legislative arena. Medicare, after all, was the prize. It was the leftover piece of the progressive agenda that went back to the Franklin D. Roosevelt era and the genesis of Social Security.

But the deal-making over Medicare by LBJ and his legislative adjutants also pinpoints the spot where Medicaid’s trajectory veered off mission, and why every new reform effort since then has also run off the rails when it attempted to deal with health care for the poor.

This 1965 compromise between the federal government and the states spawned drastic disparities in how much states spend on Medicaid, whom they choose to cover, and what kinds of health services they provide. (For Medicare, the federal government makes those decisions.) Indeed, it was left up to the states to decide whether they even wanted to be included in the program, and many of them initially balked. (Arizona was the last state to get on board, but that was seventeen years after the law was passed.)

While participation in Medicaid requires states to provide a baseline of mandatory coverage to some special categories of the poor, it does not extend coverage to individuals in low-paying jobs, or part-time workers, or those who are temporarily out of work, the way unemployment benefits can be used by workers who are laid off.

Congress has approved some changes to those baseline eligibility rules over the years. Low-income pregnant women can get coverage, along with their children. Elderly and disabled Americans who qualify for Medicare can get nursing home and doctor coverage under Medicaid if they exhaust their cash resources. But for the most part, Medicaid is off-limits to able-bodied Americans, whether they are working or not.

Despite being so stingy with eligibility, benefits, and reimbursements, state spending on Medicaid has steadily grown over the years, the result of swings in the economy, long-term unemployment trends, and the same escalating costs of medical services that plague Medicare and private insurance plans. The result is that Medicaid is one of the biggest items in state budgets. For some governors and legislators, it is their favorite whipping post. They argue it crowds out spending for schools, prisons, highways, and other programs that have more widespread political support. So they try to spend as little on it as possible, or find ways to get the federal government to pick up more of the tab.

Because states get to set the reimbursement rate for doctors and hospitals taking care of Medicaid patients—and because often those rates don’t even cover the cost of treatment, let alone overhead—many physicians simply refuse to accept Medicaid patients. That refusal, which is the direct result of state budget-makers’ shortchanging the program over the years, allows Medicaid’s opponents to condemn it as unworkable and ineffective. As a political tactic, starving a social program like Medicaid, unemployment insurance, and food stamps, and then claiming they don’t work, has a rich history in the Southern states.

For most American hospitals, low reimbursement is more of an annoyance than a threat. Medicaid is a relatively insignificant source of revenue, dwarfed certainly in comparison with Medicare, but also by hundreds of private insurers paying the bills of the vast majority of their patients. Still, it’s easy to see why nonprofit hospitals get antsy about treating too many Medicaid patients.

Even so, it is Medicaid that represents the single largest source of revenue for many public hospitals like Grady. And when combined with those patients who have no means of paying whatsoever—no government or private insurance and no bank account to draw on—Medicaid and charity care often account for more than half of public hospitals’ patients.

As accountants might say, that’s a toxic business model. Indeed, this defining characteristic of treating such a high volume of uninsured and Medicaid patients is what sets apart these large, urban hospitals from thousands of other institutions around the country that are routinely called “safety-net” hospitals.

Many nonprofit and government-owned hospitals claim safety-net status, most of them because they may be the only providers of comprehensive health services in their community. But the volume of paying patients they treat usually more than offsets the cost of providing charity care. There are far fewer—less than 100 of the approximately 4,000 hospitals nationwide—that treat high numbers of Medicaid patients. And there are only a handful of these, like Grady, where the majority of their patients have no insurance or are covered by Medicaid.

The only way the public hospitals in this last group can make up for such a poor mix of patients is to turn, time and again, to the local or state governments that subsidize their operations. And local elected officials—not unlike their counterparts at the federal level—are not looking for reasons to raise taxes, especially in an economy that, in many areas, has yet to rebound to what real property values were prior to the 2008 recession.

Local elected officials can be forgiven for suggesting this is mostly Washington’s problem.

But in the halting attempts to reform the nation’s health care system in the years since Medicare and Medicaid were established, improving access to insurance for the poor has never really been front and center.

There have been a few attempts to expand Medicare to cover anyone who can’t afford private insurance and, unlike the elderly, charge a sliding scale premium based on income, the way low-income people can qualify for housing vouchers. But those ideas have been tossed aside as unworkable, or too expensive at best, and a step toward European-style socialized health care at worst. (It isn’t anything of the sort, but even advocates of national health insurance have been quick to say the country isn’t quite ready for this yet.)


Affordability over Expanding Coverage

Instead, policy efforts have concentrated on the affordability, fairness, and efficiency of the commercial insurance market for employers who cover their workers with group plans and individuals who buy on the private market. Politically speaking, it has always been easier to get voters agitated about health care reform when the premiums for their group health plans keep going up, their out-of-pocket expenses continue to rise, and their benefits get reduced.

Yet even those meager efforts have met stubborn resistance from the health care industry, whose greatest triumph was the sacking of President Bill Clinton and First Lady Hillary Clinton’s reform efforts in his first term. The Clintons did succeed at opening up public financing to expand access for children’s health insurance late in his second term, but not without granting considerable leeway to the states to determine what level of family income qualified for the subsidized plans.

So many health care advocates watched with considerable anticipation as President Barack Obama broke through the decades-old antipathy toward Medicaid and included a major expansion of the program to cover the working poor as part of the Affordable Care Act in 2010. For the first time, Americans earning above the poverty level—but still not enough to buy a private insurance policy, even with a subsidy—would qualify for Medicaid.

Underwriters calculated that as many as half of the estimated fifty million Americans who were without insurance in 2010 when the law was passed could be covered by the greatly expanded Medicaid program. Most of the rest should be able to buy subsidized insurance plans on a private market that, also for the first time, could no longer exclude high-risk people from coverage or deny them care once they got sick.

The linchpin for that last reform—the one that forbade insurance companies from excluding applicants they thought might cost them too much—was the requirement that every individual must purchase a health plan or face a fine when it came time to settle up on their federal taxes. Opponents of the 2010 law, including virtually every Republican in Congress, saw the individual mandate as their best chance to mount a constitutional challenge to the new reform effort. Their opposition to requiring states to expand Medicaid was almost an afterthought. And, within months, the law landed on the Supreme Court’s docket.

It’s easy to forget now that in 2012 the high court found relatively easy agreement with the states on the Medicaid challenge to the Affordable Care Act. However, it upheld the overall law, including the individual mandate, as constitutional by a contentious 5–4 vote.

Ruling separately in the same case, seven of the nine justices declared the federal government had overreached in demanding the states provide millions of Americans new and easier access to Medicaid. The court declared the ACA was “coercive” in that it was essentially forcing the states to give up their traditional role in determining who qualified for Medicaid coverage. States should determine for themselves whether they want to opt into expanding Medicaid, the court said; Congress could not force them to do so.

As legal scholars have since noted, the ruling was in keeping with a string of high-court decisions over the years calling into question the uneasy relationship between the state and federal governments around Medicaid, with the states gaining increasing legal leverage at almost every turn. But the 2012 ruling reinforced, this time with enormous impact, Medicaid’s bastard-child role in the still-unfinished business of providing universal access to health insurance for all Americans.

The cost of this one decision—not to mention all the other legislative, regulatory, and policy shortcomings in reform efforts over the years—can be measured in real dollars, disability, and death. Lack of insurance cost 18,000 American lives in the year 2000, according to the Institute of Medicine. A more recent estimate prior to the adoption of the ACA put the body count as high as 45,000 yearly, according to researchers at Harvard Medical School and the Cambridge Health Alliance. This happens in a country that prides itself for having the best medical care in the world. There is no other industrialized nation where such a staggering annual death toll is linked to lack of access due to lack of insurance.

Caught in the Trap

Which brings us back to Grady.

After barely escaping insolvency in 2008 with a change in governance and new leadership, Grady’s leaders had hoped the 2010 health reform law would usher in a period of financial stability and continued improvements to the massive facility in the heart of downtown Atlanta.

Political appointees who long made it a patronage mill for friends and cronies were no longer running the place, having finally yielded control to a nonprofit corporation of local business and civic leaders. Grady started getting millions of dollars from foundations, individuals, and other philanthropies for long-deferred capital improvements. The community had high hopes that with the passage of the ACA the mix of patients and payers would finally get to the point where the hospital could support itself and plan for the future.

Instead, several independent trends have coincided to place a large question mark over Grady’s future—and that of other hospitals like it around the country. About the same time Grady began its reformation, a huge upsurge of mentally ill patients descended on it. These were seriously ill patients dispossessed by federal court order because state mental hospitals were understaffed, underfunded, and jeopardizing their lives. Virtually every public hospital in the United States has experienced this surge of behavioral health patients who show up in their ERs, often without insurance, in need of hospitalization.

Because of new payment mechanisms that made treating certain types of trauma cases more lucrative, there is some fear that other hospitals in the Atlanta metro region will begin to siphon off patients
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