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 In the Name of Charity

Shweta Marathe, Indira Chakravarthi

In the context of a renewed 
interest in the functioning 
of charitable hospitals in 
Maharashtra, and the intention 
of the state charity commissioner 
to ensure compliance with the 
Indigent Patient Fund scheme, 
some related issues have been 
revisited and suggestions 
forwarded for modifying the 
scheme. Attention is drawn 
towards the misuse of trust 
hospitals and the consequences 
of having no ceiling on charges 
for close to 80% of the beds in 
these hospitals. 

It is a well-known fact that the charita-
ble hospitals constitute a signifi cant 
component of the private healthcare 

sector in Maharashtra, especially in 
Mumbai and Pune. As of 2017, there were 
444 trust hospitals across the state, of 
which nearly 35% were located in Mum-
bai (76), Pune (57) and Thane (20) (Gov-
ernment of Maharashtra nd). The history 
of the setting up of such hospitals in 
Mumbai, their reluctance and (non)com-
pliance with respect to providing free and 
subsidised medical care while availing 
subsidies and concessions, and the gov-
ernment’s (in)action to ensure their com-
pliance and accountability, are all well-
documented (Kurian 2013). To summa-
rise it briefl y here—as per Section 41AA of 
the Bombay Public Trust Act (BPTA) 1950, 
under which the trusts running these hos-
pitals are registered, these are state-aided 
public trusts1 which have received gov-
ernment subsidies and concessions on 
land, electricity, building rules, income 
tax and import of medical equipment, 
and in return they are expected to pro-
vide free and subsidised medical care to 
economically weaker sections. Section 
41AA also grants power to the charity 
commissioner and the state government 
to issue directions for implementation of 
the free and subsidised care. 

The provisions of Section 41AA of the 
BPTA came into effect from August 1986. 
However, the charity commissioner in 
Maharashtra did not issue any directions 
to the state-aided public trusts to pro-
vide medical care accordingly for the 
next 20 years. The Indigent Patient Fund 
(IPF) scheme under the BPTA was made 
functional from 1 September 2006 after 
the intervention of the Bombay High 
Court, which ordered a “scheme of meas-
urable charity” under which these trust 
hospitals were required to (i) reserve 
10% of the total number of operational 
beds for indigent patients and provide 
medical treatment to these indigent pa-
tients free of cost; (ii) reserve 10% of the 
beds for the weaker section patients for 

treatment at a concessional rate; and 
(iii) physically transfer 2% of total 
 patient billing as IPF to be utilised for 
the treatment of indigent patients. This 
scheme also provided for a monitoring 
committee to oversee the implementa-
tion of the scheme and to consider patient 
grievances, if any.2 

The issues around the “limited charity” 
by charitable trust hospitals in Maharashtra 
have been in focus for some time now, 
with the state charity commissioner 
stating that “all the charitable hospitals 
across the state will be under scrutiny to 
verify if they are working as per stipulat-
ed norms. Action will be taken against 
those who deny treatment to poor pa-
tients” (Pathare 2017a). In December 
2017, a group of charitable trust hospi-
tals in Pune fi led a petition in the Bom-
bay High Court, seeking that the charity 
commissioner’s offi ce should stop forcing 
them to spend above the ceiling; the 
group of 56 hospitals claimed that they 
are often compelled to spend more than 
the mandated 2% of their entire billing 
for indigent patients, even while the IPF 
runs dry (Pathare 2017b). This is not the 
fi rst instance of charitable hospitals try-
ing to circumvent or avoid the require-
ments under the BPTA. In 2012, a group 
of 14 hospitals from Mumbai had ap-
pealed to the charity commissioner stat-
ing that they were incurring losses in 
treating poor patients (Debroy 2012). 

Yes to Subsidies, No to 
Subsidised Care 

It is well known that healthcare facilities 
get registered as a charitable trust hospital 
because they get hefty subsidies, such as 
lower import rates for medical equipment, 
land on long lease at low rates, subsidies 
in utility bills, and income tax exemp-
tions. In cities like Mumbai and Pune, 
hospitals have been given land at ridicu-
lously meagre rates of `1 per annum. 
Many institutions which are not running 
for charitable purposes escape taxation by 
virtue of the fact that they are registered 
as a trust and claim exemption under 
the Income-tax Act. Several well-known 
trust hospitals in Mumbai despite avail-
ing non-justifi ed exemptionamounting 
to `249.66 crore, involving impact on 
revenue amounting to `77.14 crore, are 
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not fulfi lling the conditions laid down in 
the BPTA and are doing little or no charity 
at all (CAG 2017; Duggal 2012). 

The BPTA allows hospitals to accept do-
nations from individuals or other sources 
for the IPF. So, effectively, hospitals have 
2% funds from total billing as well as do-
nations to provide the free or low-cost 
medical services to the indigent and the 
economically weaker sections. The Comp-
troller and Auditor General of India (CAG) 
(2017) report says that the management 
of the IPF by hospitals is lacking; either 
no IPF has been created, or if it is created, 
it accounts for less than 2% of the total 
patient billing. A sample survey by the 
state health department indicated that 
the Jaslok, Breach Candy and Bombay 
hospitals used only 4% to 4.5% out of the 
mandated 10% beds to treat the poor 
(Mumbai Mirror 2012). 

As per the high court, charitable hos-
pitals cannot ask for any deposits during 
admission of indigent patients, and the 
weaker section patients shall pay at least 
50% of the bills of only medicines, con-
sumables and implants. Both these 
guidelines are found to be violated accord-
ing to the CAG (2016: 87) report—while 
three hospitals were found to be taking 
deposits irregularly from indigent pati-
ents, in two cases the weaker section 
patients were also charged 50% towards 
anaesthesia, ICU (intensive-care unit), 
doctors’ fees, imaging, investigation, 
operation theatre and surgery. Until 
now, this scheme covers reservation for 
the indigent and weaker sections only as 
inpatients; 10% reservation to the out-
patients under both the categories still 
remains unimplemented (CAG 2016).

Contrary to the claims made in the 
2017 petition by hospitals, according to 
the BPTA, if the percentage of reservation 
provided by the trust hospitals exceeds 
what is specifi ed in the act, then the 
higher percentage of reservation ought 
to be given. Thus, it is not the whim or 
diktat of the charity commissioner when 
hospitals are asked to spend above the 
ceiling, but a legal requirement to be ful-
fi lled by the trust hospitals. Further, in 
the case of imbalance in the credit of the 
IPF account and the expenditure in-
curred in the treatment of indigent and 
economically weaker section patients 

for more than six months, the act speci-
fi es that the concerned hospital may 
bring this to the notice of the monitoring 
committee, which may then issue appro-
priate directives.

Limited Charity, Tall Profi ts

While discussing the limited charity of 
trust hospitals, it is important to also 
shed light on profi teering by them. They 
are often thought of as non-profi t institu-
tions. However, many of the older chari-
table hospitals have become more and 
more commercial in their operations. 
But, the point here is if they are commer-
cial, has the state asked them not to 
be? There is no prohibition on a charita-
ble trust to carry on their business and 
generate profi ts. “Non-profi t” does not 
mean the trust should not generate prof-
its, or run in perpetual loss. Profi t, if any, 
should be plou ghed back into the organi-
sation for “charitable purposes” and not 
distributed by way of dividends to trus-
tees or members of the organisations 
(Bombay Chartered Accountants Society 
2015–16). Even though it is clear that the 
trust hospitals can generate revenues 
and earn profi ts, there is no control on 
how much they should charge for the 
various health services they provide.

As per the BPTA, the economically 
weaker section patient’s bill of billable 
services shall be prepared at the rates 
applicable to the lowest class of the re-
spective hospital. In return for the con-
cessions, trust hospitals are expected to 
keep their overall charges low and function 
with a philanthropic spirit. Trust hospi-
tals, however, provide medical services 
at prices comparable to other private 
or corporate hospitals (Chatterjee and 
Laxminarayan 2013). There is no regula-
tion or control whatsoever on the charges 
for 80% of the beds in these hospitals. 
In Delhi in 2015, charges for a single 
room for a one-day stay in Sant Par-
manand Charitable Hospital was `13,000, 
while in Fortis Hospital it was between 
`10,000 and `12,000 (Hooda 2015). The 
situation in Mumbai and Pune is not very 
different from this. It is well known 
that leading hospitals in Mumbai, such 
as Jaslok, Breach Candy, Hinduja, 
Nanawati and Saifee, which are run by 
charitable trusts, cater largely to the 

elite class and the sections that now 
have health insurance.

Except for a few trust hospitals that 
genuinely serve poor patients, increas-
ingly many are operating as corporate 
hospitals in terms of management, func-
tioning, facilities, marketing, as well as 
high charges and surpluses, for which 
they can hardly be held guilty because 
there is no policy or law in place that pro-
hibits them from doing so. Given this sit-
uation, where 80% of the patients in trust 
hospitals are charged similar rates as in 
the corporate hospitals, while trust hospi-
tals avail income tax exemptions and 
also receive donations, the claim that 
their IPF runs dry by the middle of the 
month or that they cannot treat the poor 
free of cost needs scrutiny. “If there is no 
charity forthcoming from them, it amo-
unts to a huge economic and social crime 
that should be investigated” (Duggal 
2012), and their non-profi t status and the 
concessions granted to them need to be 
reconsidered and withdrawn.

Gaps in Monitoring and Action

The monitoring of the functioning of the 
IPF scheme by the charity commissioner’s 
offi ce has been found to be lacking 
(Kurian 2012). Information furnished by 
the charity commissioner after inspection 
of 78 hospitals in Mumbai, conducted 
during 2009–14, revealed that more than 
59% of the hospitals were not inspected 
for more than a year (CAG 2016: 88). Fur-
ther, no penalties were levied on the 
offending hospitals, even though the 
charity commissioner can direct the 
government to withdraw their conces-
sions/benefi ts. There has not been a 
single instance of disciplinary action by 
the charity commissioner against any 
offending hospital. 

In 2012, the collector of the concerned 
area had passed an order against the 
Kokilaben Dhirubhai Ambani Hospital, 
Mumbai on breach of conditions and for 
exploiting government land given at 
concessional rate for commercial pur-
poses. The order said that the govern-
ment should either take over the land 
allotted to the trust or charge 75% of the 
unearned income according to the land 
value. On appeal by the hospital trust, 
the then revenue minister stayed this 
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order. In 2017, the collector again issued 
an order imposing a fi ne of `174 crore 
(Suryawanshi 2017). However, all these 
orders still await implementation.

Time to Reassess and Modify

Though effective action so far is sorely 
missing, the recent and renewed interest 
and the reported intention of the charity 
commissioner to ensure effi cient imple-
mentation of the IPF scheme are positive 
signs (Pathare 2018). Keeping in mind 
the overall scenario, along with ensur-
ing implementation, certain modifi ca-
tions in the scheme and policies regard-
ing trust hospitals are required. First, 
the IPF of each trust hospital should be 
made available online, to bring in trans-
parency in the scheme. Second, it is high 
time that this old scheme gets re-evalu-
ated. There should be an assessment of 
the subsidies and concessions given, 
turnover of the hospitals for the last few 
years, number of patients treated for free 
and at subsidised costs. Based on all this 
the “measurable charity” should be re-
vised: the contribution towards IPF 
could be proportionate with subsidies, 
exemptions and profi t earned by the hos-
pitals, hence it may vary in different hos-
pitals. The CAG (2017) had also recom-
mended that the concessions given to 
these hospitals be reviewed. Although 
the state government in October 2017 
announced the formation of a committee 
to probe the functioning of charity hos-
pitals, the status of the probe is not yet 
known (Times Now 2017).

Third, the patient’s rights need 
attention. The Consumer Protection Act 
(CPA) excludes free medical care provided 
by the trust hospitals. A patient who has 
availed services for “free” cannot fi le a 
case against the hospital. In fact, exclud-
ing patients in government hospitals and 
trust hospitals from the CPA penalises 
the poorest of the poor. They are forced 
out of poverty to seek free care, and for 
this very reason denied the right to 
demand a certain standard of care, and 
be compensated if that standard is not 
maintained (Agrawal and Banerjee 2011). 
The only mechanism to put forward 
grievances by the patients is before the 
monitoring committee. As per the BPTA, 
the monitoring committee is supposed to 

consider grievances of the patients and 
submit its report to the charity commis-
sioner. Grievances under free medical 
care need to be included in the CPA and 
the monitoring committee should actively 
provide a space for patient grievances and 
redressal too. Fourth, at present, moni-
toring committee of the scheme is domi-
nated by doctors and government offi -
cials. Hence, to have space for voices of 
citizens and patients, civil society organ-
isations have consistently demanded for 
inclusion in the committee. 

Most importantly, moving beyond the 
scheme-related recommendations, what 
is critical today is the regulation of rates 
of the 80% beds. While this is required 
not just for trust hospitals, but for the en-
tire private healthcare sector, however, it 
has to be done urgently for trust hospi-
tals in view of the large concessions they 
are given. When the public health sys-
tem is weak and the cost of private 
healthcare is out of reach for the ordi-
nary people, the responsibility of trust 
hospitals to serve the poor and weaker 
sections increases. If found short of doing 
so, it is the state’s responsibility to evaluate 
their functioning, to ensure implemen-
tation of the scheme while also making 
appropriate modifi cations in it and the 
related policies, and to make sure that 
the trust hospitals live up to their stated 
mission of being charitable.

notes

1   The public charitable trusts registered under 
the provisions of the Bombay Public Trusts Act 
(BPTA), which are running charitable hospitals, 
including nursing homes or maternity homes, 
dispensaries or any other centre for medical 
relief and whose annual expenditure exceeds 
`5 lakh are “state-aided public trusts.”  

2   The members of the Monitoring Committee in 
Greater Mumbai Region are: Joint Charity 
Commissioner, Maharashtra State, Joint Direc-
tor of Health Services (Medical), Mumbai, Sec-
retary/Nominee of Association of Hospitals in 
Mumbai, and Health Offi cer, Municipal Corpo-
ration of Greater Mumbai. This committee 
shall hold its meeting once in a month and 
monitor implementation of the Indigent Pa-
tient Fund Scheme by each of the charitable 
hospitals.
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