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More Than Just Numbers

Community Benefit Includes an Organization’s Leadership

and Facilitating Roles

| ext year will mark the 20th
‘anniversary of the CHA guide-

3  book on community benefit.
Developed under the leadership of a CHA
member workgroup chaired by Sr. Bernice
Coreil, DC, the document was called
Socinl Accountability Budget: A Process
for Planning and Reporting Community
Service in a Time of Fiscal Constraint.
The guidebook, the first effort of its kind
to articulate more precisely what was
meant by community benefit, was
designed to:

m help reinforce the Catholic health care tradi-
tion of serving the poor and disadvantaged by
making community benefit an integral part of
hospital planning.

® demonstrate accountability at a time when
(like today) policymakers were challenging the
tax-exempt status of hospitals.

m strengthen the ministry’s credibility as an
advocate for compassionate and just public policies.

The original document was also designed to
move the tax exemption debate of the day
beyond a narrow preoccupation
with charity care (or uncom-
pensated care) as the only mea-
sure of community benefit. The
guidebook defined a wide array
of commitments to the com-

_ munity, many of which entailed
relatively low cost while producing substantial
returns to the health and well-being of patients
and families.

However, as this article will reveal, the empha-
sis on numbers through the years poses some
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concerns. Also, with the implementation of the
new IRS Form 990, questions persist about
reporting proactive leadership efforts.

AN UNINTENDED TENDENCY TO EMPHASIZE NUMBERS
The CHA workgroup was pleased by how
quickly many Catholic organizations began
using the guidebook in the years after publica-
tion. Workgroup members were dismayed,
however, by a tendency of hospital leaders to
emphasize the counting and reporting of exist-
ing activities that could be quantified while
sidestepping the call for integrated planning
of community benefits. Hospital leaders also
underreported a series of proactive leadership
activities more difficult to associate with a
dollar value.

Specifically, the original document defined two
categories of community benefit. Category 1 was
called “services for the poor and broader commu-
nity,” including such countable activities as tradi-
tional charity care, unpaid cost of Medicaid,
research, health professional training and other
“nonbilled” services. Category 2 was called the
“leadership and facilitating role of the not-for-
profit institution,” included a series of specific
activities under seven topics:

m responsiveness to the community and needs
of the poor

m leadership in identifying needs

m advocacy and promotion of community-
wide efforts for the poor

® serving as a vehicle for attracting and effec-
tively using donated funds

m offering opportunities for and encouraging
volunteer efforts

m preservation of resources within the commu-
nity health care system

m promotion of equity and justice in public
policies
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While refined in subsequent CHA guidebooks,
the definitions under Category 1 remain today as
the primary focus of community benefit report-
ing. CHA has continued to emphasize various
versions of Category 2 — as well as the need for
more proactive, integrated planning — but
human nature being what it is, many health care
organizations often still focus passively and retro-
spectively on “what can be counted.”

Unfortunately, policy makers often fall into the
same trap. Proposals for greater accountability
focus almost exclusively on numerical thresholds.
Last year, for example, minority staff of the
Senate Finance Committee issued a white paper
calling for a requirement that tax-exempt hospi-
tals devote at least 5 percent of their expenses to
charity care and a narrow group of other commu-

nity benefits.

Roverse CONSEQUENCES OF NUMERICAL THRESHOLDS
Why is this exclusive emphasis on countable
activities a problem? In part, the answer can be
found in the core IRS requirement that tax-
exempt hospitals be engaged in the “promotion
of health” and provide community benefits,
including the use of surplus funds to improve
health care. Similarly, the answer can be found in
many mission statements of Catholic organiza-
tions, which often include a reference to
“improving community health.” Fulfilling this
mission requires leadership, strategic planning
and innovation that reaches far beyond hospital
walls and entails a much richer set of activities
than passively providing traditional charity care or
counting up the cost of existing programs.’

This richer set of activities, while hard to quan-
tify, is key to the “promotion of health.” Neither
the mission nor the tax-exempt purpose of a hos-
pital should ever be boiled down to a number.

Table 1 (on page 26) illustrates the point.
Assume that Congress imposes a 5 percent tax-
exemption threshold for charity care and certain
other quantifiable community benefits. Hospital
A responds by publicizing its charity care policy,
prompting enough additional emergency
department visits and admissions by uninsured
patients to reach the threshold. Hospital B
responds by taking an aggressive leadership role
in the community, forming a multi-organiza-
tional innovation that improves the health of the
uninsured, leverages new resources in the com-
munity, generates new philanthropic spending
and stimulates a cadre of volunteer physicians
and nurses.

Ironically, Hospital B loses its tax exemption
because the innovation succeeds in reducing emer-
gency department visits and avoidable hospitaliza-
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Why is this exclusive emphasis on countable

activities a problem? In part, the answer can
be found in the core IRS requirement that
tax-exempt hospitals be engaged in the
“promotion of health” and provide community
benefits, including the use of surplus funds to
improve health care.

tions by the uninsured. Furthermore, even though
both hospitals spent the same percentage of new
funds in their attempt to reach the new threshold,
Hospital B pursued a more strategic approach to
the “promotion of health,” thereby generating a
much richer set of impacts for the community. This
“unintended effect” is one of the many reasons why
simple numerical requirements are misdirected and
counterproductive. This is also why health care
organizations should never limit their planning and
their reporting to the counting of dollars.

AN OpPORTUNITY FOR MORE INTEGRATED REPORTING:
Form 990

The new IRS Form 990, while focused primarily
on community benefit spending levels, allows for
the reporting of these proactive leadership
efforts. Thanks to CHA’s intense advocacy work
on this issue, the new Schedule H includes the
following instruction under Part VI:

Provide any other information important to
describing how the organization’s hospitals or
other health care facilities further its exempt
purpose by promoting the health of the communi-
ty (eg., open medical staff, community board,
use of surplus funds, etc.)

A robust response to this item is critical. To
date, the IRS has agreed with the argument that
its “community benefit standard” for tax exemp-
tion does not need to be overlaid with a one-size-
fits-all spending threshold. But the temptation
for policymakers to keep pushing for this simplis-
tic approach will only increase as they begin to
see and compare community benefit numbers
from the new 990. Catholic health care needs to
ensure that these lawmakers — as well as our
communities — understand not just what we are
spending, but also understand sow we are spend-
ing it, and with what impact on the health of our
communities. They also need to see that our
efforts reach far beyond a simple tally of dollars
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Table 1

WHICH HOSPITAL BETTER MEETS THE MAIN IRS CRITERION
FOR TAX EXEMPTION “PROMOTION OF HEALTH”?

Hospital A | Hospital B

New hypothetical threshold require-
ment for charity care and certain 5 percent of total expenses
other community benefits

Community benefits prior to 4 percent 4 percent

threshold requirement

Response of hospital to new Posts and publishes additional | Forms a partnership with several organiza-

threshold requirement information on availability of tions to plan and implement a community-
charity care for those unable to | based case management program to better
pay. coordinate care for uninsured persons with

chronic conditions. Shares costs of the pro-
gram with others, supplemented by a private
foundation grant. Enlists physician and nurse

volunteers.

Impact of hospital response Additional charity care admis- Fewer emergency department visits by the unin-
sions and emergency depart- sured and reduced hospitalizations for diabetes,
ment visits. heart failure, asthma and other chronic diseases.

Cost of the new activity (as percent | 1 percent 1 percent

of total expenses)

Savings from reduced emergency None -1 percent

department visits, hospitalizations,

and readmissions for uninsured

persons with chronic conditions

Community benefits after the new 5 percent 4 percent

hypothetical threshold :

Community impact # Increased care for the ® Increased care for the uninsured, but in a

uninsured better system
# Increased cost-shift to m Improved health status for persons with
employers chronic disease

™ Reduction in avoidable admissions and
emergency department visits

® Collaboration and coordination among
community agencies

# No additional cost-shift to employers

® Flow of foundation dollars to the community

# Increased volunteerism by physicians and
nurses

Does the hospital maintain its Yes No
tax-exempt status?

26 m SEPTEMBER - OCTOBER 2008 HEALTH PROGRESS



spent or numbers served.

Catholic health care’s response to Part VI
should include a comprehensive description of
how an organization:

B is organized to promote the health of
the community. Reiterate the mission and pur-
pose of the organization and stress that it is orga-
nized to identify and respond to community
needs. Indicate that the mission is executed under
the authority of a board that includes community
representatives and processes for determining and
responding to health needs. Point out that sur-
plus funds are reinvested into the health of the
community rather than being distributed to
shareholders. Include a reference to the organiza-
tion’s commitment to serve everyone, regardless
of ability to pay.

¥ responds to the needs of the community,

including (but not limited to) the health care
needs of the uninsured, the poor and other disad-
vantaged populations. Include the organization’s
role in identifying needs and in developing new
programs to specifically address those needs.
Stress any community-wide, collaborative efforts
in which the health care organization played a
leadership role, even if few direct expenses were
incurred. Highlight any efforts designed to
reduce disparities or inequities in care. Also, cite
specific services or any sole provider organiza-
tions (e.g., small rural hospitals within a system)
that generate low or negative margins, but that
are supported by the larger organization to meet
community need.

B partners with other organizations to
identify needs, strengthen existing community
programs and provide needed services. Indicate
how these partnerships leverage the strengths of

Table 2

LEADERSHIP AND FACILITATING ROLE OF THE NOT-FOR-PROFIT ORGANIZATION
Excerpt from CHA’s 2006 Guide for Planning and Reporting Community Benefit (p. 92)

The following non-quantified contributions are part of the
leadership role of the organization and can be described by
the impact they have on the community as well as anec-
dotes and program descriptions. [Note: some of these activi-
ties cited by CHA are included in the “community building”
section of the IRS Schedule H and may be better described
in response to Question 5 (Part VI) in addition to, or instead
of, the response to Question 6.]

Advocacy: This relates to efforts to generate community-
wide responses from the government and private organiza-
tions on behalf of persons in need or living in poverty.
Include advocacy on public policy issues that go beyond
health care such as housing, safety and education policies
designed to create a better community.

Community involvement: Include opportunities for commu-
nity members to be involved with the organization’s policies
and program, participation of the health care organization’s
executives and staff on community boards and advisory
committees, and other examples of the organization’s con-
nection to the community.

Conduit for using donated funds: Describe how the health
care organization serves as a vehicle for attracting and using
donated funds, thereby translating private sector funds into
needed community services.

Economic impact: Describe such information as efforts to
recruit, train and hire persons with special needs; local pur-
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chasing, especially from small businesses; local investments
and loans; keeping health care funds within the community
rather than returning profits to investors; keeping health
care in the community; and initiatives to contain community
health care costs.

Good neighbor initiatives: Include non-health items such as
housing rehabilitation, contributions to cultural and civic pro-
grams, making space or services available for community
groups, and environmental programs such as Environmental
Protection Agency’s Green Lights, or aggressive recycling.

Recognition: Include any formal recognition that attests to
the leadership role of the organization, such as trauma
center or obstetric ratings, awards and honors.

Responding to needs: Include the organization’s role in
identifying and making known health and health-related
needs in the community, identification of community
strengths and assets, and new programs developed
specifically in response to need.

Social impact: Use case studies and program descriptions
to present a picture of the organization’s contributions to the
overall well-being of the community.

Volunteer opportunities: Provide statistics and examples of
how community members, including staff and physicians
from the health care organization, volunteer their time to
help other members of the community.
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multiple organizations while encouraging collab-
oration on other issues.

® demonstrates an impact on the health of
the community. Provide an integrated overview
of the community benefits enumerated in earlier
sections, describing the organization’s vision for
community health and showing how the various
activities are aimed at specific outcomes (e.g.,
enhanced access to care, coordination of care,
prevention, wellness, improved outcomes for
chronic conditions, fewer low-birth-weight
babies, etc.). When possible, cite outcome statis-
tics that demonstrate how the initiatives are
improving or promoting health. Point out that
some programs may entail relatively low cost
(such as prenatal education programs), but gen-
erate substantial benefits to the community (such
as the improved health and lower costs associated
with a reduction in low-weight births).

® Jeverages additional community and /or
external resources by taking a leadership role on
new initiatives. Cite the “ripple effect” that
occurs when other organizations contribute new
resources to a collaborative initiative, including
new volunteers.

W leads efforts to improve the quality,
safety and efficiency of health care for
patients and communities. Reiterate the overall
point that excess revenues generated by the tax-
exempt organization are reinvested into better
facilities and better health care for the communi-
ty. When the organization has played a “lead
innovator” role with quality or information tech-
nology initiatives, for example, cite these as mis-
sion-driven efforts that are aimed at better health
care. This is in contrast to organizations that wait
until new technologies or quality initiatives are
developed by others so that they can preserve
short-term profits while benefiting from the up-
front exploratory investments that are often made
by not-for-profit organizations. Similarly, efforts
to make health care more efficient should be
highlighted, especially if the organization can
demonstrate that it is a comparatively low-cost,
high-quality provider.

B plays a leadership and facilitating role
for the community by engaging in the range of
additional activities outlined by CHA in the
“Leadership Journaling” section of the 2006
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Guide for Planning and Reporting Community
Benefitin Table 2 (on page 27).

LESSONS FOR THE FUTURE

What have we learned during the 20 years since
CHA first suggested a systematic process for
planning and reporting community benefits? The
effort was certainly successful in meeting one
goal, which was to move the debate about not-
for-profit hospitals beyond a narrow focus on tra-
ditional charity care to a broader set of hospital
activities and spending. This is evident in the rela-
tively comprehensive numerical approach taken
by the IRS in revising Form 990.

It would be ironic, however, if the 20-year
effort succeeded only in replacing one number
with another as the primary focus of debate.
When hospital leaders or lawmakers describe com-
munity benefit in purely numerical terms, they are
diminishing the much broader and infinitely more
valuable purpose of tax-exempt hospitals. A full
description of community benefit needs to paint a
richer and more meaningful picture of mission by
including the leadership and facilitating role of the
organization and the impact it is having on the
health of the community.

A health care organization that plans and pur-
sues community benefit within this broader con-
text is not only demonstrating fidelity to mission,
but also demonstrating why tax exemption
remains a solid public policy worth preserving. ®

Author’s note: I wish to express my apprecia-
tion to Natalie Dean, Lisw Gilden, David Seay
and Julie Trocchio for their thoughtful comments
on this article, and to William J. Cox for his
leadership during development of the original
community benefit guidebook.

Comment on this article
at www.chausa.org/hp.

NOTE

1. J. David Seay, “Beyond Charity Care: Mission Matters
for Tax-Exempt Health,” Catholic Health Association,
2007, www.communityhlth.org/communityhith/
files/files_resource/Community%20Benefit/
4178%20CHA_monograph.pdf.
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