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TICONDEROGA, N.Y. -- Moses Ludington is dying.  

The proud old patrician is expiring from mountains of debt, years of government dependency 

and an inability to cope with the modern hardships of managed care.  

Moses Ludington is an isolated, 40-bed hospital nestled here in the Adirondacks. For nearly 90 
years it has provided health care, lots of jobs and peace of mind to the residents of 
Ticonderoga, a remote paper- mill town famous for a series of Revolutionary War battles and 
for the yellow pencils used by generations of American school children.  

But like beleaguered facilities in small towns across America, Moses Ludington Hospital may 
have outlived its usefulness. Its beds are empty: On one recent night only four patients were on 
hand. Yet it still employs more than 100 people, almost half of them nurses. Operating at a 
deficit for years, it has been in default since 1990 on federally guaranteed debt that now totals 
$9.5 million.  

Only New York state's peculiar system of hospital bailouts and price controls has kept Moses 
Ludington alive. Propped up by artificially inflated rates, it has been one of the most expensive 
hospitals in the country, though it lacks such basics as imaging equipment for MRIs and CAT 
scans. In 1994, a routine baby delivery cost about $3,800 at the illustrious Columbia-
Presbyterian Medical Center in New York; at tiny Moses Ludington, it cost twice that, according 

to the Healthcare Association of New York, a hospital trade group.  

Pulling Away Supports  

But on Jan. 1, the state eliminated its price-support system, freeing insurers to press hospitals 
for cheaper rates. As a result, Moses Ludington may be headed for a quick and quiet closing. 

Federal and state officials are pushing a plan to reduce Moses Ludington to a thinly staffed 
emergency room and sell its building to an adjacent nursing home to recover a portion of the 
defaulted debt.  

Yet Moses Ludington, surprisingly, is proving hard to kill, and the plan to scale back has torn 
apart the town of Ticonderoga. The fight illuminates a health-care quandary: The U.S. has too 
many hospitals and 40% too many beds, but trying to shutter even the weakest ones is a painful 
and fractious process. Too many interested forces -- taxpayers and politicians, unions and staff -



- intervene.  

"Once upon a time, you weren't on the map as a community unless you had a hospital. But 
now, lots of very small hospitals that survived on the sheer will and support of their towns are 
in dire financial straits," says Dennis O'Leary, head of the Joint Commission on Accreditation of 
Healthcare Organizations, the hospital-ratings board based in Oakbrook Terrace, Ill.  

Struggles Nationwide  

Deciding a medical center's fate often has little to do with access to health care. "There isn't a 
place in America, there isn't a hospital in a corner of New York, that will say they're not 
needed," says Sheldon Weisgrau, an official with the U.S. Health Care Financing Administration. 
"This is about community employment and community control."  

Struggles are playing out across the country. In Winsted, Conn., crusaders collected 10,000 
signatures to save Winsted Memorial and enlisted the support of the state attorney general, 
consumer activist Ralph  

Nader and TV personality Phil Donahue. By the end, the 75-bed hospital had fewer than 10 in-
patients a day and ran losses of $250,000 a month; it finally closed in October.  

Other clashes loom in West Virginia, Kansas and other states that used federal funding after 
World War II to create a glut of small hospitals. Even in New York City, where hospital vacancies 
are high, a decision by New York Hospital to shut down two small facilities and downsize 
another has enraged the unions, galvanized the community and sparked lawsuits.  

The Pragmatic Reverend  

And so it is in Ticonderoga -- "Ti" as residents affectionately refer to it -- where Moses 
Ludington sits high atop a hill, surrounded by so much natural splendor that some supporters 
say the hospital's postcard views of the Adirondacks possess healing power.  

The town pragmatists who think Moses Ludington must scale back are led by the Rev. Paul 
Dufford, a Methodist minister and chairman of the hospital board. He spends 25 hours a week 
trying to placate critics, chat up federal and state officials and win support for the emergency-
clinic plan. "We don't have much choice. We have a $9.5 million mortgage," Mr. Dufford says. 
"I'm kind of worn out."  

His acquiescence enrages hospital loyalists, led by Bill Brennan, the town dentist who heads 
Friends of Moses Ludington, the hospital's grass-roots fund-raising arm. He has stopped 
returning the reverend's calls. "The Friends" are so angered by the proposal to sell out to the 
nursing home, which also bears the Moses Ludington name and has feuded with the hospital 
for almost two decades, that they have threatened to reclaim medical equipment they had 
donated to the hospital.  



Supporters say Ticonderoga's remoteness and an elderly local population make Moses 

Ludington a necessity; and that the compassion of the hospital staff can't be matched by bigger 
rivals. "When you are a patient at this hospital, it's your friends who are caring for you," Dr. 
Brennan says. In the summer, thousands of tourists descend, producing fishing, boating and 
hunting accidents. In the harsh winter, snowstorms make for treacherous mountain roads. The 
nearest large medical centers are 60 miles to the southwest, in Glens Falls, N.Y., and 55 miles to 
the east, in Vermont.  

'It's in Our Blood'  

"All we have is Moses Ludington," says Kim Vilardo, a physical therapist on staff and daughter-
in-law of legendary local doctor William Vilardo, who practiced at the hospital for 50 years and 

whose portrait still hangs in the lobby. "It's in our blood, that hospital. It has to be there."  

Her brother-in-law, Joseph Vilardo, an architect, recalls the constant care and comfort that 
Moses Ludington nurses gave to his mother in the final weeks of her life. When she passed 
away, they wept. "Moses Ludington," Mr. Vilardo says, "is the nicest place to die."  

Nonetheless, even the Vilardo clan no longer uses the hospital, turning instead to Glens Falls for 
routine care or crossing the state border to Burlington, Vt.  

The hospital's critics are especially harsh. "It never had a heyday," says author Sloan Wilson, a 
former Moses Ludington board member whose 1950s novel, "The Man in the Gray Flannel 
Suit," pierced cherished myths about suburban and corporate life.  

Mr. Wilson, who lived in Ticonderoga until 1980, started out as a fan of Moses Ludington, but 
came to view it as a soap opera seething with infighting and mismanagement. Some of its 
former top executives were criminally charged with misuse of nursing-home funds and other 
misdeeds in 1986, though the  

charges were dismissed. Moses Ludington refused to perform abortions, and any woman who 
dared request one received a lecture on morality, Mr. Wilson recalls.  

Unflattering Portrait  

In 1978, Mr. Wilson published "Small Town," a roman a clef that skewered Ticonderoga and 
depicted Moses Ludington as a circus ruled by aging, tyrannical doctors. "If I get sick again, 

don't put me in that place, no matter what the emergency," one character tells another. "If I 
wake up to see old Dr. Bill come fumbling at me, I'll die of fright." Today, the hospital is "small, 
underequipped" and "a money machine," Mr. Wilson says, "and it should go out of business."  

Moses Ludington, named for benefactors Horace Moses and Martha Ludington, began in 1908 
as a 12- bed hospital. The local population hovered in the 5,000 range for decades and remains 
there today, but Moses Ludington grew robustly. By 1964, it had 100 beds and turned a 
"modest surplus" of almost $40,000.  



But by the 1970s, Moses Ludington was in trouble. International Paper Co., the biggest 

employer in the area, had cut its local payroll by one-quarter, to 920. The famed Joseph Dixon 
factory, which produced the graphite used in the Ticonderoga yellow pencil, had burned down 
in 1968. State health inspectors were complaining about the hospital's narrow corridors and 
deteriorating condition, and the patient count was declining as customers traveled elsewhere 
for more advanced care.  

Rumors of Wrongdoing  

Instead of simply shutting down, Moses Ludington decided to modernize. Despite shaky 
finances, the hospital in 1980 landed a $5 million loan, guaranteed by the Federal Housing 
Administration, to erect a new building that would hold 45 beds. That came at the behest of the 

late Jack Lawson, the local lawyer who, critics say, ran Moses Ludington as his personal fiefdom 
for more than 20 years.  

At one point the controversial executive served, simultaneously, as board chairman and chief 
executive of the hospital and chief of the Moses Ludington nursing home. Fired by the hospital 
in 1981 amid swirling rumors of wrongdoing, he and his lieutenants simply moved next door to 
the nursing home. The rift that resulted between the two businesses remains to this day.  

Burdened by the debt Mr. Lawson took on, Moses Ludington limped into the 1980s. Though it 
already had difficulty meeting mortgage payments of about $70,000 a month, it was able to pull 
down $1.8 million in additional lending to buy radiology equipment.  

'Threshold of Craziness'  

But for the state's price regulations, the liability might have drowned Moses Ludington in the 
mid-1980s. The rules let the hospital take in even more money, through higher rates, than it 
actually had to pay out to cover its debt in early years of the loans. And as patient traffic 
steadily declined, Moses Ludington was allowed to further raise prices to offset the revenue 
drop. Never mind that the price increases caused patient admissions to fall even more as 
insurers balked.  

It was "the threshold of craziness," says Albany, N.Y., health-care consultant John Rodat. "With 
any other business, when volume drops, prices are lowered to increase volume," he says.  

By the end of 1994, Moses Ludington was commanding an average of $12,650 to treat 
conditions like peptic ulcers and bronchitis with complications, compared with about $3,000 for 
rivals in the region, according to the Healthcare Association. The hospital was treating fewer 
than 800 in-patients a year, down almost 50% from 1986.  

Even with the exorbitant rates, Moses Ludington couldn't cover its costs, and in 1990 it 
defaulted on $6.2 million in federally guaranteed debt. It has made few payments since then, 
causing the debt to balloon on overdue interest.  



Failed Workouts  

State officials tried to help. A powerful state legislator, Sen. Ron Stafford of Plattsburgh, fed 
Moses Ludington large "member item" grants of $300,000 to $500,000 a year through the 
1990s. FHA officials paid back the original lender, took over the debt and attempted various 
"workout" pacts that the hospital consistently failed to follow.  

Why not simply pull the plug? "This was a unique situation. We had some competing interests: 
the FHA vs. the community's needs," says Kenneth Lobene, area coordinator for the Buffalo 
regional office of the FHA's parent agency, Housing and Urban Development.  

Fearful their hospital would collapse, local residents in 1992 voted overwhelmingly in favor of a 
new tax on themselves and neighboring towns, raising $800,000 for the hospital kitty. Then old 

enmities flared: The tax was abandoned after its legality was challenged by the town attorney, 
Gerald Lawson, brother of the late Jack Lawson, who had been fired by Moses Ludington a 
decade earlier.  

Searching for new revenue, Moses Ludington in the early 1990s spent $200,000 to build a 
psychiatric wing, advertising it as secluded and confidential. "It was a stupid move," says Carol 
Ferguson, the hospital's spokeswoman, who also is a member of the Ticonderoga city council. 
Few people wanted to patronize the new mental ward in a small town where gossip spreads 
swiftly and efficiently. The program was quickly killed.  

One RN Per Patient  

Yet Moses Ludington resisted outright cutbacks and doggedly maintained staffing levels. Until a 
few months ago, 145 full-time employees were on the payroll. Even now, the hospital employs 
107. "We have one RN sitting with one patient. That's a problem," concedes Andrew Britt, the 
hospital's chief financial officer.  

Last April, FHA officials tired of the mess and issued an ultimatum: Moses Ludington must find a 
solution or face foreclosure. They and the state suggested reducing the hospital to a six-bed 

emergency clinic and selling the facility to the Moses Ludington nursing home, which is eager to 
expand.  

The money for such a purchase would come from financing guaranteed by yet another program 

of the FHA.  

"It boggles the mind," says Richard Frasier, a hospital board member, volunteer ambulance 
driver and member of the Friends of Moses Ludington. He frets that the nursing home, laden 
with new debt, would be just as vulnerable to the pressures of managed care. "We'd be back in 
the same sinkhole."  

Under the plan, the nursing home would raise $10 million in federally backed loans, spending 
up to $2.5 million for the hospital building and up to $5 million in new construction to expand 



and refurbish it. The hospital would lease back the space from the nursing home and pay rent.  

'Last Resort'  

Even in this scheme, Moses Ludington Hospital again hopes to rely on the kindness of 
government to stay alive. It has applied to an aid program run by the federal Health Care 
Financing Administration that serves as a "last resort" for small and ailing hospitals, says 
Sheldon Weisgrau, who runs the program.  

Under the program, the hospital can remain open, but only by drastically cutting beds, halting 
all service except emergency care and limiting stays to 72 hours. In exchange, Moses Ludington 
would get the right to bill Medicare for higher-than-usual charges for elderly patients, who 
comprise up to 65% of its patient flow. The hospital is negotiating furiously to modify the 

federal limitations to allow maternity cases and even emergency surgery.  

The Friends of Moses Ludington haven't conceded defeat. Supporters stood on the hospital 
lawn on cold December nights, selling Christmas trees for $25 apiece. They hold auctions and 
sponsor a Big Band dance every February that draws the entire town. On a recent Saturday 
night, they gathered for a fund- raiser hosted by innkeeper Judy Foster at Ruah's Bed and 
Breakfast, a stately mansion overlooking Lake George. The event raised all of $750.  

"There is incredible passion about the hospital," says Michael Connery, the town supervisor, 
current funeral director and owner of the local radio station. But he says the sentiment largely 
misses the point: The time for Moses Ludington is long past. "We should have lost that hospital 

10 years ago," he says flatly, adding that downsizing sharply is the only hope. "There's a lot of 
growing up to do around here."  


