Hospitals have played an important role in the social welfare system for over two centuries.  As charitable and not-for-profit institutions, hospitals have served the under-privilege by providing free or low-cost services to the community.

In current scenarios, government policies and the economics of the healthcare system bolstered these charitable behaviors of hospitals. This publication explores the current trend and changes in the charitable behavior of hospitals towards its communities resulting from the intense market driven pressures that encompass healthcare reforms in the new millennium.

The purpose of this publication is to assess the differences in charitable behavior of hospitals in different stages of managed care evolution and to make a realistic comparison between the way the hospital industry was meant to serve the community vs. the way hospital business is currently driven.

Historically, hospitals have been characterized as charitable institutions designed to help the sick. Their objective was to provide care for those in need, not to make a profit. 

However, the market has changed dramatically. Freestanding, not-for-profit, community hospitals do not dominate the market. Instead, there are healthcare systems, hospital networks and for-profit systems that approach healthcare delivery from a business perspective, with businesslike performance measures.

As competition becomes fierce and resources become more scarce, hospital have to make trade-off in their objectives in order to allocate resources. Economic theory of decision-making in a firm, provide a framework of four (4) aspects of hospital operation, which represent the objective of a hospital utility function.

The purpose of this study is to further assess the designation as for-profit, church not-for-profit, other non-for-profit. To assess the impact of these designations, Medicare Hospital Cost Report data from 1995-1998 was utilized to model quantity, quality, charity and profitability.

Findings indicate that the type of ownership (for-profit or not-for-profit) does have a significant impact in the quality of care, charity percentage and profitability of an institution. 

