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PREFACE

This paper was written by members of the Institute of Medicine
staff. Portions of the paper reflect concerns and views raised at a
one-day meeting sponsored and held at the Institute in June 1978. The
purpose of the meeting was to discuss and assess health manpower policy
options being considered by the Department of Health, Education, and
Welfare in preparation for the Health Professions Educational Assist-
ance Act of 1980. The participants in that meeting (see list next
page) represent a wide range of expertise in health manpower. Following
the meeting, it was decided that this paper be written to make public
the issues and the differing views expressed at the meeting. It is
hoped that the information in this paper will enhance the quality of
the debate. To describe the issues the writers drew upon various
government documents as well as published materials.

The paper was reviewed by an advisory panel composed of Luther
Christman, Ph.D., Dean of the College of Nursing, Rush University;

E. Harvey Estes, Jr., M.D., Professor and Chairman of the Department of
Community Health Services, Duke University; Rashi Fein, Ph.D., Profes-
sor of Medical Economics, Harvard Medical School; Eli Ginzberg, Ph.D.,
Director, Conservation of Human Resources, Columbia University; Nathan
Hershey, LL.B., Professor of Health Law, Graduate School of Public
Health, University of Pittsburgh; Julius R. Krevans, M.D., Dean of the
School of Medicine, University of California at San Francisco; and
Rosemary Stevens, Ph.D., Professor, Department of History and Sociology
of Science, University of Pennsylvania. The staff is grateful for their
criticisms and helpful comments, but remains responsible for the content
of the paper as well as any remaining errors.

A special thanks to Iris Schneider, Special Assistant to the
Administrator of the Health Resources Administration for her encourage-
ment and suggestions, and Howard V. Stambler, Director, Division of
Health Manpower Analysis, Bureau of Health Manpower, Health Resources
Administration for his advice. In addition, we would like to express
an appreciation to Dawn Gustafson for typing various drafts of this
paper and Juliana Goldberg for her editorial help. Richard M. Scheffler
is currently an Associate Professor of Economics at George Washington
University, and Gloria Ruby is a service fellow at the National Center
for Health Services Research, Department of Health, Education, and
Welfare. Neil Weisfeld is now on the staff of the National Commission
for Health Certifying Agencies, Washington, D.C. Sunny Yoder is a
staff associate at the Institute of Medicine and also a doctoral student
in the School of Public Health, Johns Hopkins University.

Richard M. Scheffler
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THE FUTURE OF THE NATIONAL SUPPLY OF PHYSICIANS

THE FEDERAL ROLE

The expanding supply of physicians is one of the major developments
in the health care system during the last two decades. A major cause of
this expansion was the financial support provided by the federal govern-
ment. This direct support (construction, renovation, and student loans)
of medical schools began in 1963 with the passage of the Health Profes-
sions Educational Assistance Act (HPEA). 1/ The comprehensive Health
Manpower Act of 1971 shifted federal support of medical schools from
general institutional support to capitation payments, which were intended
to increase enrollment by providing a fixed amount of grant money per
student to the school. 2/ The 1976 Health Professions Educational
Assistance Act provided capitation support for medical students, and
added requirements to maintain or increase the number of first year
residents in primary care. Authorized funds under the HPEA Act grew
from 30 million for the fiscal year 1964 to a total of about 1 billion
by 1974.* 1In 1976 alone, excluding outlays for construction, the federal
government spent approximately 560 million dollars supporting the training
of physicians. 3/ Federal funds helped to increase the number of first
year medical students from 8,772 in 1963-1964 to more than 16,000 in
1977-1978.

The federal effort to stimulate the expansion of medical schools
was based on the assumption that there was a shortage of physicians and
that they were an important "national resource." This view was partly
the result of several private and governmental reports and commissions. 4/
With very few exceptions, there was agreement in the 1960s that there
was indeed a shortage of physicians. 5/

THE CURRENT SUPPLY OF PHYSICIANS

About midway through the 1970s the assumption that there was a
shortage of physicians began to be replaced by the view that the supply
of physicians was, or soon would be, adequate and that a potential
oversupply of physicians was a real possibility. The HPEA Act of 1976
in its preamble declared the country had a sufficient supply of physicians
to warrant the end of immigration preferences for foreign medical graduates,
and that the major problem was maldistribution both geographically and by

*These figures do not include federal funds awarded for biomedical
research or patient care dollars paid to teaching hospitals.

1
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medical specialty. In his speech on October 24, 1978 before the American
Association of Medical Colleges, Secretary of HEW Joseph A. Califano
iterated this view:

"The first tenet of national policy in
the health professions area is this:
overall, we face in the next decade
an oversupply of doctors. Unless we
change direction, we will seriously
aggravate the oversupply by the end
of this century.”

A recent report by the Institute of Medicine, A Manpower Policy for
Primary Health Care, recommended that there be no further expansion of
medical schools. 6/ A report by the Carnegie Council on Policy Studies
in Higher Education concluded that there is no longer a shortage of
physicians. Health manpower researchers have also echoed this judg-
ment. 7/ There appears a consensus emerging that the current national
supply of physicians is adequate and that the current level of training
could lead to an oversupply while both geographic and specialty distri-
bution problems remain. (See Section 2)

THE FUTURE SUPPLY OF PHYSICIANS

In 1977 there were 390,000 active physicians in the United States,
more than a 30 percent increase since 1968 8/ The Bureau of Health
Manpower, Health Resources Administration, estimates that by 1990 there
will be 594,000 physicians, an increase of about 60 percent from current
levels 9/ (Table 1). Moreover, this increase will be at a rate much
faster than the population, thereby increasing the ratio of physicians
to 242.2 per 100,000 population in 1990, compared with 177.3 in 1975.

The projected growth through 1990 in the number of other providers is
also significant (see Table 1); for dentists and optometrists it is about
one~third; for pharmacists approximately 50 percent; and for podiatrists
and nurses it is more than 70 percent.

Two important adjustments to the projection for physicians are in
order. Both adjustments reflect the fact that we are really interested,
for policy purposes, in the supply of physician services and not the
supply of physicians per se. The productivity of physicians and their
hours of work are crucial determinants of the available physician services.
It seems likely that, 1f the numbers of physicians increase, the average
hours that they work will decline. The average number of hours worked
by physicians in urban (physician-rich areas) is lower than in rural
(physician-poor areas). 10/ An increase in the number of female physi-
cians will only reduce office hours, because they typically work fewer
hours than male physicians. 11/ Moreover, as more physicians enter
organized settings, such as group practices and health maintenance
organizations, they will work fewer hours. An adjustment for hours worked
could significantly affect the supply of physician services. For example,
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Table 1.

Health Manpower Supply:

Trends end Projections, Selected Years

Supply
Fumber Pr %

ofessdonals per

~ Professional to

Discipline Year (000's) 100,000 Population Population Ratio
Physicians 1960 ... 259.5 143.6 1:696
OD's end - 1970 ... 323.2 157.8 1:634
DO0's) 1975 ... 378.6 177.3 1:564
1980 ... 444.0 199.3 1:502
1985 ... 519.0 221.7 1:451
1990 ... 594.0 242.4 11413
Dentists 1360 ... 30.1 9.4 112,028
1970 ... 102.3 49.6 1:2,016
1975 ... 112.8 52.9 1:1,890
1980 ... 127.0 57.1 1:1,751
1985 ... 141.7 60.5 1:1,653
1990 ... 153.0 62.4 1:1,603
Optometrists 1960 ... 16.1 8.9 1:11,236
1970 ... 18.4 9.0 1:11,111
1975 ... 19.9 9.3 1:10,753
1980 ... 22.0 9.9 1:10,101
1985 ... 24.4 10.4 1:9,615
1990 ... 26.7 10.9 1:9,174
Podiatrists 1960 ... ~ 7.0 — 3.9 1125, 641
1970 ... 7.1 3.5 1:28,571
1975 ... 7.3 3.4 1:29,412
1980 ... 8.7 3.9 1:25,641
1985 ... 10.5 4.5 1:22,222
- 1990 ... 12.5 5.1 1:19,608
Pharmecists 1960 ... 92.7 51.3 1:1,949
1970 ... 109.6 53.5 1:1,869
1975 ... 122.6 57.4 1:1,742
1980 ... 144.3 64.8 1:1,543
1985 ... 165.2 69.5 1:1,439
_ _1990 ... 185.4 75.7 1:1 321
Veterinarians 1960 ... 19.5 10.8 1:9,259
1970 ... 25.9 12.6 1:7,937
2 1975 ... 31.1 14.6 1:6,849
1980 ... 37.5 16.8 1:5,952
1985 ... 45.6 19.5 1:5,128
. _1990 ... 54.9 22.4 1:4,464
Registered 1960 ... 504.0 282.0 1:355
Furses 1970 ... 722.0 356.0 1:281
1975 ... 906.0 427.0 1:234
1980 ... 1,152.0 520.0 1:192
1985 ... 1,345.0-1,380.0 579.0-584.0 1:171-1:173
1990 ... 1,484,0-1,587.0 616.0-653.0 1:153-1:162
Projections made by the Health Resources Administration of DHEW. (1978)
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if the average work week of more than 50 hours were reduced to 45 hours,
the supply of physician services would be reduced by about 10 percent. 12/

The projections of the Health Resources Administration do not make
any adjustments for changes in physician productivity. 13/ A measure of
productivity often used is the number of patient visits that are produced
by the physician's practice per week or per year. Because of data limi-
tations, it is difficult to make precise estimates of overall productivity
over time, although many estimates are available. 14/ These estimates
range from an increase of two percent to slightly more than four percent
per year, compared with the longterm productivity increase of about three
percent for the whole economy. Whether these productivity trends will
be altered depends partly on the specialty distribution of physicians
and the organizational patterns used to deliver services. If we assume
that productivity of the physician's practice increases at one-half a
percent per year (low estimate) then by 1990 productivity should have
increased about eight percent. This means that the supply of physicians
in 1990 should be able to provide a level of services that would have
required about 45,000 more physicians without the productivity increase. 15/
The decrease in hours worked by physicians 1s 1ikely to be offset, in part,
by an increase in productivity.

Given the projections of the supply of physicians, the question of
the adequacy of the supply remains. The Bureau of Health Manpower pro-
jections of the requirement for physicians in 1990 use the 1975 ratio
of 177.3 physicians per 100,000 population. They assume that the supply
of physicians was in balance with the requirements in 1975. They
estimate that the need for physicians in 1990 will be 221.4 to 233.0 per
100,000 population and that the supply will be 242.2 physicians per
100,000 population. Those estimates would pose a surplus of 23,000 to
51,400 physicians in 1990.

The Manpower Supply and Utilization Branch, which is another com-
ponent of the Health Resources Administration, uses a needs-based
projection to estimate that 510,800 physicians will be required in 1990.
Including osteopaths (to make it consistent with the other projections)
the projected supply of physicians is 564,200, or a surplus of about
50,000 physicians. Thus, both projections indicate a surplus of physi-
cians in 1990. 16/

Needs-based projection of the required number of physicians, based
on either current use or professional judgment, may ignore a number of
considerations. Included among these are the development of new services,
quality changes, and factors what would influence the use of services.
Organizational changes, such as group practices and health maintenance
organizations, and financial changes, such as national health insurance,
are some of the important factors ignored.

ALTERNATIVE METHODS FOR ASSESSING THE
ADEQUACY OF THE SUPPLY OF PHYSICIANS

One approach to judging the adequacy of the supply of physicians
is to use criteria derived from the medical care marketplace. The
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question then becomes: is the supply of physicians large enough to meet
the demand at the prevailing prices of medical services? This approach

is of limited value because of some unique characteristics of the medical
care market. 17/ Patients have little knowledge about many of these
services and usually can only make a partial assessment of their useful-
ness or quality. Theflow of information in the market is limited, in

part because the information is difficult for the patient to understand
and because of professional restrictions placed on the nature and scope

of advertising. 18/ In addition, the physician has a significant amount
of control in determining the amount and type of the patient services that
are delivered. 19/ Once the patient enters the health care system, most
of the decisions are made by the physician including the amount, type,
cost, and quality of medical care delivered. 20/ Each of these decisions
also helps to determine the income of physicians. Moreover, partly
because of the increase in insurance, both public and private, the patient
is not concerned about the cost at the time the services are being
delivered. 21/ Eventually price increases will be reflected in insurance
premiums or taxes.

The usefulness of the medical services delivered by the physician
is an important but a somewhat separate issue. The point 1s that the
physician may be able to influence the amount of services delivered to
the patientwith little or no resistance from the patient. 22/ The
validity of so-called "supplier-induced demand" has been debated by
researchers because it is difficult to measure empirically. 23/ Some
empirical work shows that as the relative supply of physicians increases
in an area the price of physician services increases. This relationship
is consistent with the supplier-induced demand hypothesis, that is,
physicians increase the demand for services and thus increase prices
when the supply of physicians increases. It 1s also possible that the
increase in supply is a response to a need or demand that existed pre-
viously but was not being met. Another possibility is that physicians
increase the quality of services when the supply of physicians increases,
thereby raising the cost of services. These alternative explanations
do not reduce the possibility that an increased supply of physicians may
result in higher prices and increased expenditures. 24/ If physicians
do induce demand, health care expenditures will increase. Whether this
increase in expenditures is of concern depends in part on the efficacy
and effectiveness of the services that are delivered. One method of
Jjudging the value of these services is to assess their effect on the
health status of the population. Although this approach is conceptually
appealing, measurement problems and data limitations make its application
difficult at this time. 25/

Another important aspect of the medical care market is its relation-
ship to what we will call the "trickle~down" hypothesis. The trickle~-
down hypothesis is based on the impact of market forces (supply and demand)
on distribution problems--by both specialty and geography. 26/ As the
supply of physicians increases, market forces may make physicians more
inclined to practice in underserved areas and perhaps in specialties with
shortages, such as primary care. Physicians would be encouraged to move
to these areas partly becasue the economic climate would make it more
difficult to practice in overserved areas and in specialties that have a
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large supply of providers. This is because, according to the trickle-
down theory, these areas and specialties would have fewer good opportuni-
ties and lower income potential. For the most part, the evidence shows
that the trickle-down theory has been of only limited usefulness. The
recent increase in the supply of physicians had a sizeable effect on
increasing overall utilization of health care, but only a small effect
on improving the geographic or specialty distribution of physicians.
Projected significant increases in the supply of physicians may make

the trickle-down effect more important in the future.

Some researchers have suggested that we cannot draw conclusions
about the adequacy of physicians without considering the supply of other
health professionals. 27/ This notion is based on the fact that physi-
ciaons can be more productive with the assistance of allied health
manpower and new types of health professionals, such as physician
assistants and nurse practitioners. ggj For example, the physician
assistant and nurse practitioner have been found to increase the output
of some physician practices by 50 percent or more. 29/ Other health
professionals, including dentists, optometrists, podiatrists, pharmacists,
and nurses provide services that complement and improve, as well as
substitute for physician services. ggj

POLICY APPROACHES

It is reasonable to assume that the adequacy of the supply of
physicians will again be debated in the legislative process leading to
the Health Professions Educational Assistance Act of 1980. Many will
contend that the supply of physicians is inadequate in their area.
Shortages of physicians in certain areas, even with large increases in
the total supply of physicians, will likely remain. Thus, even with an
adequate or oversupply of physicians in the aggregate, inequities of
distribution will be of great concern.

Federal policy proposals are likely to be aimed at slowing the rate
of growth in the overall supply of physicians. These include funding
policies, such as refusing to fund new medical schools, the repeal of
financial distress grants to medical schools, penalizing states for
developing new medical schools by withholding HEW funds, or the elimi-
nation or phasing out of capitation support to medical schools.
Financial incentives could also be used to reduce class size or increase
minority enrollments.

Other policy options include the use of a national certificate of
need (CON) approach to the development of new medical schools or perhaps
to the expansion of existing ones. This approach would have some
similarities to the current health planning legislation that permits
health systems agencies at the local level to set guidelines for the
expansion of hospital beds in their areas. However, it may also raise
some constitutional issues related to the rights of the states to control
licensure and certification. The policy would require new regulatory or
legislative authority.

About one out of five physicians practicing in the United States
was trained abroad. 31/ There are several policy options that may be
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directed at reducing the supply of foreign medical students. These
policies may further increase the number of restrictions on foreign
medical graduates and reduce the number entering the United States. 32/
Policies may also attempt to reduce the supply of residency positions
for FMGs, thus making it more difficult for them to receive graduate
medical training. Reducing the number of residency positions would also
make it less attractive for students to study medicine. Presumably, a
reduction in residency slots would reduce their choice of specialty as
well as location.

The focus of the HPEA of 1980 will be on the reduction of capita-
tion payments to medical schools. However, because of long training
periods for physicians, it appears that the short run effect of altering
the amount or level of capitation (in the next ten years) on the overall
supply of physicians will probably be quite .small. It is likely that
future increases in the supply of physicians will continue to increase
utilization and health care expenditures. Existing programs to improve
utilization and control costs, such as professional standards review
organizations (PSROs) and second-opinion policies need to be improved
and expanded in order to be more effective. The alternatives are likely
to include more govenrment regulation or perhaps increased use of finan-
cial incentives by private insurance companies, states, and the federal
government. Developing and implementing policies that will encourage
efficient utilization of physicians to improve the health of the popula-
tion while moderating health care expenditures is a major challenge to
be met in the next decade.
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PHYSICIAN DISTRIBUTION--A LONG RANGE VIEW

Although many researchers and policymakers believe that an adequate
overall supply of physicians exists, or will soon, the lack of access to
health services for some populations in the United States continues to
be a matter for concern. Federal legislation during the 1960s and early
19708 was intended to improve access by increasing the supply of physi-
cian manpower. Increasingly apparent, however, was that a rapidly
growing supply of physicians by itself did not necessarily improve access
to basic health services. The Health Professions Educational Assistance
Act of 1976 31/ and subsequent federal policy discussions have turned
toward efforts to improve the distribution of physicians and other health
manpower. The Secretary of Health, Education, and Welfare underscored
this policy in a 1978 address to the Association of American Medical
Colleges, stating that the overproduction of medical specialists relative
to primary care physicians and the geographic maldistribution of physicians
are two of the basic concerns in national health policy. 32/ Federal
manpower policies attempt to improve access to health services; however,
the presence of health manpower is only one factor incluencing access.
Others include distance from health resources, their productivity, ability
to pay for services and to bear other costs such as waiting time and lost
wages, as well as social or cultural factors. Manpower policies may
improve physician distribution, but parallel efforts are needed to ad-
dress these other factors affecting access.

Tables 2 and 3 present some data on physician distribution in the
United States. Between 1963 and 1976, the number of active physicians
increased by 33 percent, from 261,788 to 348,443; the proportion of
primary care physicilans in the total decreased from 42 percent to 39
percent,* although their absolute number went up. The Health Resources
Administration's Division of Manpower Analysis projects that the percent-
age of primary care physicians will be no higher in 1990 than it was in
1963, assuming no major changes in the determinants of specialty distri-
bution. 33/ The geographic distribution of physicians varies widely

*If obstetrics and gynecology are included in primary care, as some
argue they should be, the proportion of primary care physicians becomes
48 percent in 1963 and 45 percent in 1976.

9
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Table 2

Numbers of Active Physicians (M.D.) and Percentage
Distribution by Specialty Group, 1963, 1968, and 1976

1963 1968 1976

Specialty Number Percent 1/ Number Percent Number Percent
All specialties 261,788 100.0 296,312 100.0 348,443 100.0
Primary care

specialties 2/ 110,071 42.1 116,760 39.4 135,881 39.0
Other medical

specialties 12,291 4.7 15,762 5.3 18,955 5.4
Surgical

specialties 67,745 25.8 81,820 27.6 98,667 28.3
All other

specialties 71,621 27.4 81,970 27.7 94,940 273

Source: Adapted from DHEW, HRA, GMENAC Staff Papers, "Supply and Distribution
of Physicians and Physician Extenders,” Table 3, pp. 8-9.

1/Percentages may not add to 100.0 percent due to rounding.
2/Includes general practice, family practice, general internal medicine, and
general pediatrics.

0T
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Table 3. Number of Active, Non—federal M.D.'s per 100,000 Populaticm, 1976,

&nd Bambic of Manpower Shortage Arveas by State, 1978.

hmber of mlﬂll thmber of Manpower
per 100,000 Populatiom Shortage Areas

Btate Total  Primary Care  Totsl  Metro  Mon-Metro
Alsbama 9% 40 39 8 31
Alaska 79 35 15 0 15
Arizeps 149 59 12 3 9
Arkansas 9% 42 19 & 15
Califgrnia 186 71 34 13 21
Colorado 164 65 13 11 2
Connseticut 199 74 9 8 : |
Delsware 137 52 3 1 2
District of 410 155 1 i 0
Columbia
Florida 146 53 5 5 0
Georgia 115 42 44 10 3%
Hawaii 151 58 0 0 0
Idaho 93 62 5 0 5
Illinois 146 61 32 17 15
Indisna 107 47 28 9 19
Iowa 104 47 3% 0 3%
Kansas 119 50 16 14 2
Kentucky 111 49 27 2 25
Louisiana 118 42 9 3 6
Mains 119 48 13 0 13
Maryland 191 73 20 1 9
Massachusatts 209 77 16 14 2
Michigan 130 30 27 13 14,
Mionesota 156 70 13 4 9
Missiasippi as 37 18 2 16
Missouri 133 51 39 5 - 3%
Montana 108 46 15 0 15
Nebraska 122 59 25 1 24
Nevada 113 39 26 14 12
Bew Hampshire 145 57 3 0 3
Bew Jersey 153 59 17 16 1
Bew Mexico 1é 45 2 0 2
Bew York 220 84 42 26 16
Borth Carolina 121 49 29 6 23
Horth Dakota 100 46 21 0 21
Ghio 133 54 25 13 12
Oklahoma 104 42 26 7 19
Oregon 151 59 25 [ 19
Pennsylvania 153 60 53 20 Kk |
Rhode Island 171 71 2 1 1
South Carolina 99 &b 18 2 16
South Dakota 80 37 46 0 46
Tennesses 127 49 33 30 3
Texas 121 47 45 17 28
Uctah 144 55 - 1 &
Vermont 184 ” 8 0 8
Virginia 129 51 40 & 36
Washingtom 148 L1} 25 9 16
Wast Virginia 110 42 40 (] 3%
Wisconsin 126 51 28 5 23
¥yoming 93 44 12 0 12
Sources: Physicians per populaticn from DHEW, HRA. Designated shortage areas

are listed in Pederal Register, September 28, 1978, based om deta

frem the Division of Manpower Analysia.
lut:l.u non-federal M.D.'s engaged in patient cars.
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among states as well as within states (Table 3). That physicians are
unevenly distributed within states is illustrated by the large number

of areas designated as having manpower shortages in relatively physi-
cian-rich states such as Illinois and Pennsylvania.

Developing policies to change physician distribution requires
defining what distribution is desired. It also requires informed
judgments about what policies are likely to achieve that distribution.
These judgments are based on an assessment of the available evidence on
factors that influence physician distribution and the effectiveness of
past policies to change the distribution. These judgments also require
a political assessment: what legislation can be passed by Congress and
signed by the President? Because new evidence becomes available and
the political environment changes over time, policies must be reexamined
periodically.

DEFINING DISTRIBUTION GOALS

To date, defining the distribution that is desired has involved
identifying geographic areas or specific populations that need additionmal
health manpower. The criteria vary for such designations as "under-
served areas," "underserved populations," or 'manpower shortage areas.”
The Health Resources Administration defines a Health Manpower Shortage
Area as a geographic area, population, or facility with a ratio of
primary care physicians to population of 1:3500 or less. Other factors
also are taken into account, including health status of the population
(measured by infant mortality rates), distance from health services,
waiting times for appointments with existing providers, and income
levels. 34/ Other government agencies use different criteria. Medically
Underserved AReas are designated by the Health Services Administration's
Bureau of Community Health Services on the basis of physicians per
population, percentage of the population below the poverty level, per-
centage of the population age 65 or over, and the infant mortality
rate. 35/ These variables are combined statistically to form a composite
index. Infant mortality rates alone are used in designating shortage
areas by the Rural Health Coordinating Committee. 36/

The criteria used to define distribution goals have an effect on
policy development. If the principal criterion is the ratio of physi-
cians to population, for example, policies to improve distribution will
tend to be aimed at getting physicians into areas where this ratio is
low. Thus it is important that the general approaches that have been--
or might be--used to define distribution goals be well understood before
addressing specific policies for changing distribution.

Physician-to-population ratio illustrates the oldest and simplest
method for defining distribution goals, which ranks areas (or popula-
tions) according to some measure and then selects a cutoff point,
usually arbitrary, that separates shortage areas from non-shortage
areas. This approach has been criticized as too simplistic, especially
when the cutoff point is the average. 37/ Using this method guarantees
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that some areas or populations will lie below the average, but this
knowledge does not provide much help with policy formulation. The fact
that there is variation around the mean of physicians per population
indicates an uneven distribution of physicians, but not necessarily
"maldistribution.”" A number of factors, such as those reviewed in the
above discussion of physician supply, might cause some populations to
require more physicians than others. On the other hand, if better
variables to rank populations or geographic areas were available--
variables which measured manpower or service needs more accurately--
such rankings could be more helpful in targeting federal programs.

A second approach used to define distribution goals entails
comparisons with other developed countries or with organized delivery
systems in the United States. These comparisons have been used mostly
in examining the specialty mix of physicians, although they might be
applied to geographic distribution as well. Most Western European
countries have more primary care physicians relative to physicians in
other specialties than does the UhTted States. 38/ Organized health
systems in this country, such as Kaiser or Group Health, also have dif-
ferent manpower configurations than the United States as a whole.
Although these groups vary widely in their use of physicians, they tend
to employ relatively more primary care physicians and also to use fewer
total physicians. 39/ Unlike the first approach, which defines a con-
tinuum and then establishes a cutoff point somewhere on that continuum,
this approach defines a norm and then compares the existing dis-
tribution to that norm. Using other countries or organized health
systems as the norm is problematical, since their staffing patterns
exist in an environment that is not duplicated in the general United
States health system. Examining patterns of manpower utilization by
various organized systems, however, may be helpful in illuminating the
factors accounting for their different staffing patterns. 40/

A third approach defines the health service needs of a given popu-
lation and from there determines what manpower are required to deliver
those services. Defining service needs is difficult, however. Although
historical utilization patterns can be used, for some populations his-
torical patterns are inadequate. Service needs can be determined nor-
matively, but then another set of judgments is needed to determine the
number of physicians required to meet those needs. A 1975 study asked
pediatricians and internists to estimate the need for primary care
physicians using data on the 250 most common pediatric and internal
medical problems; they estimated that 133 such physicians were needed
per 100,000 population. 41/ The total number of M.D.'s per 100,000
population in 1975 was 157, 42/, so 85 percent of all physicians would
need to be in pediatrics and internal medicine according to this study.
Even with improved data on demographic and socioeconomic characteristics
of the population, on health services utilization, health status, and
manpower productivity, defining manpower needs still remains largely a
matter of informed judgment.

While the needs approach contains the implicit assumption that a
glven set of services or manpower results in better health, that assump-
tion remains untested. As expressed by one health economist, "health
manpower is not a goal in itself but a means for providing services to
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a population. Services should be provided to the extent that they make
a worthwhile contribution to the health of a population." 43/ The
"marginal contribution to health" 44/ approach explicitly recognizes
that health services--and by extension, health manpower--are only one
of the factors that determine health. Under this approach, which has
its origins in the economic theory of production, the desired distri-
bution of health services is the distribution that provides the
greatest contribution to health, which would be the one that equalizes
the marginal contribution to health across all geographic areas or
populations. Once the optimal distribution of services is defined,
the desired manpower distribution is that which would provide those
services at the least cost. This approach yields the distribution of
manpower that achieves the greatest possible improvement in health per
dollar spent.

The marginal contribution to health approach is very appealing,
because it provides a way of defining manpower distribution goals in
terms of improvements in health. Its problems are more practical
than conceptual. Data are not available at a sufficiently disaggre-
gated level to allow the use of this approach in defining "shortage"
areas. Determining the least cost combination of manpower requires
information on the production of health services that is currently
unavailable and is likely to vary among areas. Finally, the approach
needs a better measure of health status than now exists.

At present, no single approach to defining the appropriate distri-
bution of phvsicians is totally satisfactory. Better data on small areas
would be useful. It would also be helpful if our fundamental social
goals were clearer. Do we want a more even distribution of physicians
per se? Do we want to achieve equal access to physicians' services or
equal opportunity of obtaining needed health care? Or, do we want to
achieve the maximum possible health status for the U.S. population with
our health resources, including physicians? Such clarification could
contribute greatly to the development of operational goals for physician
distribution.

FACTORS INFLUENCING PHYSICIAN
SPECIALTY AND LOCATION CHOICES

In addition to a clear definition of distribution goals, policies
to improve the distribution of physicians are dependent on available
evidence about the factors that influence physician distribution. The
factors are reviewed below, followed by a discussion of specific dis-
tribution strategies.

Factors affecting physicians' cholce of specialty and practice
location can be addressed in three categories. The first is the set
of personal characteristics of physicians--their family and geographic
origins, their educational experiences before medical school, their
personal tastes and preferences. The second category includes the
physician's education experiences in medical school and residency
training. The third category includes economic factors.
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Personal Factors

Personal characteristics are a major influence on physicians'
choice of specialty and geographic location. 45/ Certain personality
traits have been associated with different specialties. Women have
tended to enter such specialties as pediatrics and psychiatry, while
physicians entering general practice have been shown to be older,
married, and of lower ranking academically than those who choose other
specialties. Because personal characteristics are least amenable to
influence by govermnment initiatives, they have not received as much
attention from researchers as education and economic factors. However,
if the relation between personal factors and career choices were better
understood, these factors could be taken into account in medical school
admissions policies.

Personal preferences about their work content and the degree of
professional stimulation in their work environment are major determi-
nants of physicians' career choices. In an Institute of Medicine
survey of more than 3,500 house officers in 1975, more than 3,000 of
them listed "interest in area of specialization" as the main factor
in their choice of specialty training. 46/ In a survey of primary care
physicians who graduated from medical school in 1965, the largest number
reported that their choice of practice location was influenced by the
opportunity to join a desirable partnership or group practice. 47/

Education Factors

There is some evidence and considerable opinion that the content
and location of medical education have a significant effect on physi-
cians' specialty and location choice. 48/ Although different medical
schools consistently produce different specialty mixes of graduates,
research so far has not identified specific medical school characteris-
tics that account for these differences. The interests and influence
of the faculty are important; the survey of residents by the Institute
of Medicine showed faculty influence to be a major factor in their
choice of specialty. Although specialization results from the graduate
medical education process, the choice of a specialty training program
is made during medical school.

Considerable attention has been given to the relation between the
location of residency training and subsequent practice location. Some
studies have shown residency location to be an important influence on
location choice; on the other hand, some have suggested that, instead,
physicians probably select a residency training program in an area
where they intend to practice. 49/ The direction of causality between
location of training and location of practice has yet to be clearly
established. 50/
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Economlic Factors

Researchers have devoted considerable attention to the influence
of economic factors on physician distribution, including differences
in incomes among specialties and locations, differences in fees, dif-
ferences in training costs, and differences in hours worked. 51/
Economic research on specialty choice, particularly, is based on human
capital theory, which assumes that physicians choose a specilalty
(actually, choose to invest in training leading to a specialty) in
order to maximize their economic rate of return, taking into account
the personal and educational factors discussed above. 52/ This rate of
return is the one "which equates the current value of future income
from a given career with the current costs of the training necessary to
prepare one for the career." 53/

Research to date has not shown a strong relation between economic
factors and physician distribution. Neither incomes nor rates of return
have been shown to be significant influences on specialty choice. No
comparison of rates of return to practice in different locations has
been made, although it is easy to imagine that physicians take into
account the income implications of their location choices. Both fees
and incomes vary considerably around the country and between urban and
rural locations. Except for Canadian studies, research relating physi-
cian location, or geographic distribution, to income differences has
not shown a strong relationship. This may be due in part to the lack
of good income data. On the other hand, fee levels have been shown
to be positively associated with the number of physicians in an area._gy
It is possible that physicians do take fee levels--which are more
easlly ascertained than income levels--into account in making location
decisions.

On the whole, the available evidence on factors influencing physi-
cians' specialty and location choices is not consistent enough to pro-
vide very specific policy direction. Medical school admissions
policies, medical education itself, and, possibly, the structure of
health care financing presently appear to be the most promising policy
tools.

EFFORTS TO IMPROVE THE
DISTRIBUTION OF PHYSICIANS

Federal programs to improve the distribution of physicians include
loan repayment and scholarships, Area Health Education Centers, and the
National Health Service Corps. To encourage more physicians to enter
primary care specialties, special project funds are available for train-
ing programs in family medicine, general internal medicine, and general
pediatrics. To qualify for federal capitation support, medical schools
are required, as a whole, to have 50 percent of their first year resi-
dencies in primary care. Other approaches have been suggested, includ-
ing direct regulation of residency positions, modification of third
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party payments for health care, and changing the financing of residency
training.

The 1976 Health Professions Educational Assistance Act, P.L.
94-484, authorizes a series of education loans and scholarships for
students in medicine and other health professions. The scholarships,
known as National Health Service Corps Scholarships (formerly Public
Health Service Scholarships), pay education expenses plus a living
allowance to all scholarship holders. After graduation, these students
are obligated to serve in the National Health Service Corps or to
practice privately in a shortage area; their obligation is one year of
service for each scholarship year with a minimum of two years. Under
the insured loan program medical students may borrow up to $10,000 a
year, for a total of up to $50,000, to cover education expenses. At
the option of the Secretary of DHEW, these loans may be forgiven at
the rate of $10,000 per year for service in a manpower shortage area,
either in private practice or in the National Health Service Corps.
These loans and the scholarships provide an economic incentive to
choosing practice in underserved areas by lowering the education costs
of students who elect to do so,

The National Health Service Corps was established in the Emergency
Personnel Act of 1970 (P.L. 91-623). Its stated purpose was to "improve
the delivery of health services to persons living in communities and
areas of the United States where health personnel and services are in-
adequate to meet the health needs of residents...." 55/ The Corps
places salaried physicians and other health professionals in designated
shortage areas. According to the Health Resources Administration,
there were about 930 physicians deployed by the Corps in FY 1978. 56/
Currently, about half of the members of the Corps are serving in
organized settings, principally federal health centers. 57/ Others are
in independent practice or in shortage institutionms.

The Corps enlists physicians through the scholarship and loan pro-
grams described above as well as through direct recruitment in medical
schools. 1Its ultimate goal is to make previously underserved areas
viable practice sites where physicians will settle permanently. Short
of that goal, it can provide those areas with a series of physicians,
each remaining for a brief period. To make the practice sites more
attractive, the program makes funds available to subsidize practice
costs. Attempts are made to match Corps personnel to sites they prefer
in order to increase the probability that they will remain. In 1977,
47 percent of Corps personnel elected to stay at least one year beyond
their required service, up from 26 percent in 1975. 58/ This increasing
retention rate suggests some success in inducing physicians to stay
longer in underserved areas, although it is too early to tell if this
trend will continue. How effective the Corps will be in meeting the
long~term needs of underserved populations is difficult to judge, because
the program is still evolving. If it expands very quickly it can pro-
vide a substantial number of physicians to these areas and institutions
but might be less likely to increase the retention rate. Program
administrators face a difficult problem in projecting the number of
Corps physicians needed four to eight years in advance. Another con-
tinuing issue is the terms under which physicians may buy out of their
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service obligation. The 1976 legislation contains severe penalties for
those who default on their service obligation; it remains to be seen how
these provisions will affect application and buy-out rates. Finally,
although the Corps has had some success in rural areas, its ability to
solve access problems in other areas and special institutions has not
been well documented.

Area Health Education Centers are intended to provide links between
medical schools and community health care institutions and providers.
They are often located in small communities at some distance from the
medical school. These centers provide exposure to community practice
for both medical students and residents. They are established by
agreements between medical schools and communities that are designed
to provide mutual benefits. 59/ The goals of the program are to
improve community health services while giving medical students and
residents community experience, with the expectation that some of them
might locate in the communities with AHEC's. Although AHEC programs
in some states are generally considered successful, the performance of
AHECs nationally and their impact on physicians' location choices
require further research.

Federal efforts to increase the proportion of physicians in pri-
mary care specialties, efforts which principally have been directed at
the medical education process, are discussed briefly below. The Health
Professions Educational Assistance Act of 1976, P.L. 94-484, stated the
production of more primary care physicians as one of its major goals.
The Act stipulated that, as a condition of participation in federal
capitation grants, the nation's medical schools must increase the per-
centage of first-year positions in residency programs under their in-
fluence to 50 percent by 1980. 60/ In addition, the 1976 legislation
provides authority for special project assistance to medical schools to
support residency training programs in family practice, general inter-
nal medicine, and general pediatrics,

A recent Institute of Medicine study, A Manpower Policy for Primary
Health Care, endorsed federal support for primary care residency pro-
grams but recommended that more than 50 percent of first year residency
positions be in primary care. Ql/ This recommendation was based on the
judgment that primary care physicians could manage the majority of
health problems presented to physicians and on the observation that a
substantial number of physicians start out in primary care but end up
in non-primary care specialties. 62/ As with geographic distribution,
defining the optimal mix of specialties is partly a matter of judgment
as to what kinds of health care services are needed and the best method
for delivering the needed services.

Given a consensus that a greater proportion of primary care physi-
clans is desirable, two additional major policy actions have been sug-
gested. One is to regulate the specialty distribution of residency
positions directly in order to limit opportunities for training in other
specialties. The second is to institute changes in third party payment
practices in order to provide greater incentives for primary care prac-
tice.

Centralized regulation of residency positions was recommended by
an Institute of Medicine committee in 1976. 63/ 1Its study report sug-
gested that a quasi-public commision "monitor and control the number
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of residency positions, by specialty." 64/ Later that year, the HEW
Secretary established the Graduate Medical Education National Advisory
Committee to advise him on physician requirements and the translation
of those requirements into graduate training positions needed "to
approach a more desirable distribution of physician services...." 65/
In the future the Secretary could regulate training positions directly,
using Medicare and Medicaid reimbursements to teaching hospitals as
sanctions if necessary. For example, reimbursements could be reduced
for hospitals that do not comply with national goals, or the costs of
training programs with excess positions could be disallowed under
reimbursement formulas. Private bodies such as the Liaison Committee
on Graduate Medical Education or the Coordinating Council on Medical
Education also have been suggested as the appropriate locus for a
regulatory effort. 66/

An increasing number of observers are suggesting that the incentive
structure of third-party payments might be modified to encourage more
physicians to choose primary care practice. The majority of health
expenditures in this country are made by third parties, including com-
mercial insurers, Blue Cross-Blue Shield, and the government. 67/ Their
payment practices are thought to encourage high technology procedures
over primary care, inpatient over outpatient services, and urban over
rural practice. The recent Institute of Medicine study, A Manpower
Policy for Primary Health Care, recommended several changes in third
party payments to provide greater incentives for primary care: third
party payers should pay all physicians at the same level for the same
primary care service irrespective of thelr specialty, should reduce
differentials in payment levels between primary care and nonprimary
care procedures, and should institute payments for effective preventive
services.* 68/ Third-party payments could be changed to be more favor-
able to rural practice as well.

Although federal programs could adopt these changes, they do not
represent a majority of health care payments. If private insurers also
adopted them, the impact would be much greater. However, such a uniform
approach would be unprecendented and the barriers to it are not insig-
nificant. 70/ Finally, the impact of changes in the payment structure--
even if they were to be implemented universally--may not be great; as
discussed above, the evidence on the extent to which financial factors
affect distribution is still incomplete.

Besides influencing practicing physicians, the structure of third
party payments has an impact on residency programs, which are mostly
financed through hospitals. Some reimbursement policies may make it
less attractive for hospitals to provide primary care residencies.

*These recommendations are similar to those made in another Institute
study, which recommended that health insurance benefit structures
should not encourage the use of inpatient over outpatient care and
that fees should be restructured to encourage primary care services,
in particular that fees for primary care services should be "at least
equal," whether those services are delivered by primary care or other
physicians. 69/
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Outpatient services, for example, tend to generate less revenue for the
hospital than inpatient services because these services are less well
insured. A large proportion of the cost of residents in primary care
specialties is allocated to outpatient care; these costs generally are
not fully recovered under current reimbursement methods used by Medicare,
Medicaid, and most Blue Cross plans. 71/ In addition, many teaching
hospitals provide outpatient services to a substantial number of patients
with no insurance coverage. An Institute of Medicine study of third
party payments to teaching hospitals recommended that "financing mechan-
isms be changed to provide more equitable support for ambulatory care
services'" to make it easier for these hospitals to support primary care
training programs. 72/

Third party payments also could be used to affect the mix of resi-
dency positions directly. It would be possible to reimburse hospitals
for graduate medical education costs only in selected specialties, or
to provide fuller coverage of training in primary care specialties, or
even to make "bonus'" payments to primary care training programs. 73/

At present there is no evidence on how effective such changes might be
in increasing the number of primary care residency positioms.

Non-federal Efforts to Improve
Physician Distribution

Efforts to improve the distribution of health manpower are not all
federal. State governments and the private sector also have an impor-
tant role to play. A number of state governments have programs that
parallel federal programs. Some state efforts have even served as
models for federal programs, for example, the Area Health Education
Centers in North Carolina. A number of states—-—among them California,
Minnesota, and North Carolina--have programs similar to the Natiomal
Health Service Corps. California's Song-Brown program provides funds
for expansion and ongoing support of family practice residenciles state-
wide; the program emphasizes the recruitment of residents who are likely
to practice in the area where they are trained and the support of pro-
grams in areas needing additional primary care physicians. zﬁj In
general, states have considerable authority over health manpower distri-
bution through their appropriations for education and their role in
credentialing health professionals. California's health planning office
has called for "a deliberate and significant reduction in the number of
residency positions" for certain specialties. 75/ Other physician-rich
states may move in this direction. Groups of states acting collectively
in programs such as WICHE (Western Interstate Commission for Higher
Education) and WAMI (Washington, Alaska, Montana, Idaho) have had some
success in attracting physicians into underserved areas.

The public and private medical schools and their associated teach-
ing hospitals have a central role in determining the distribution of
physicians. The criteria used to select students for admission, the
curriculum, the clinical experience provided, and the nature of graduate
medical education surely influence physicians' subsequent career choices.
Recognizing this, medical educators are concerned that medical education
prepare physicians to meet society's needs for basic services. 76/ These
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institutions, with their multiple missions of education, research, and
service, are focal points for conflicting social goals. How they balance
their purposes with these pressures over time has a great deal to do

with the kinds of physicians produced and how these physicians deliver
medical care.

Private institutions such as foundations, labor unions, and busi-
ness firms also are engaged in efforts to improve access to physicians'
services generally or for their own constituents. Some medical specialty
societies are taking steps to slow the growth of their specialty, most
notably the American College of Surgeons. Collectively these efforts
may influence physician distribution to a greater degree than federal
programs.

CONCLUSIONS

In the 19808 physician distribution problems will remain. Devel-
oping effective policies to deal with those problems will depend in
part on improvements in defining distribution goals. As one observer
noted, "the problem manifests itself for the most part as a shortage of
primary health services in some locations....The ideal geographic
distribution of physicians is thus not likely to be one assuring all
counties (or even states) a single standard mix of specialists and a
single standard physician-population ratio." 77/ A number of factors
influence a population's need for physician services, not least of
which is the availability of other health manpower and facilities.
Health services can be delivered by various combinations of manpower
and facilities, "which must be carefully reviewed before reaching a
conclusion about whether maldistribution exists.” 78/ The final sec-
tion of this paper looks at nurse practitioners and physician assistants
as alternative providers.

A variety of approaches to dealing with distribution problems can
allow for creativity and build on existing resources. "If the criteria
utilized to identify underserved areas are sensitive to the unique set
of characteristics that 1imit accessibility of these populations to
health care services, they may suggest actions for meeting the differ-
ing needs of various underserved groups." 79/ Currently the process
for designating '"'shortage' areas is iterative. Tentative lists of
shortage areas and populations are submitted to Health Systems Agencies,
State Health Planning and Development Agencies, and Governors for review.
Their recommendations are then considered along with national criteria
in making the final designations. 80/ Thus the national criteria are
supplemented with information and judgments from local and state levels
that help to better account for specific local needs and may point to
possible solutions.

A careful evaluation of current government programs is needed as we
enter the 1980s. In particular, the National Health Service Corps needs
to be scrutinized to determine if it is improving distribution in a cost-
effective manner, and the impact of grants to family practice programs
should be examined. In addition, successful efforts by states and pri-
vate institutions may suggest future directions for federal manpower
policies.
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THE FUTURE OF MINORITY ENROLIMENTS
IN MEDICAL SCHOOLS

A major issue affecting both medical education and health care in
the United States 1s the disproportionately small number of minority
students in medical schools.* This issue is especially timely now, as
minority enrollments have leveled off and the direction of special admis-
sion programs is unclear in the wake of the Supreme Court's historic
Bakke decision.81/ The issue of minority enrollment involves the
federal government in its roles of financial supporter of medical
schools, lender to medical students, promoter of equal opportunity and
affirmative action, and distributor of manpower and other health
resources to medically underserved populations.

One purpose in increasing minority enrollments is equity--afford-
ing members of minorities an equal chance to enter medical school and
successfully complete training. Another purpose is adequate health care,
and rests on the assumption that underserved minorities may stand the
best chance of obtaining adequate services from professionals in the
same minority group. There also are other possible purposes, such as
a reduction in racial prejudice and fostering of upward mobility for
minorities.

According to estimates that DHEW uses, blacks, Hispanics, and
American Indians now make up 18 percent of the U.S. population but
less than seven percent of U.S. physicians.82/ Table 4 shows that, for
the last three years, total minority enrollments have been about eight
percent of all enrollments. These aggregate figures do not reveal dis-
tributional aspects of the problem. For example, over three-fifths of
all black medical students attend school in the seven jurisdictions of
California, the District of Columbia, Massachusetts, New York, Pennsyl-
vania, Tennessee, and Michigan; more than one fifth attend the predomi-
nantly black medical schools of Howard and Meharry.83/

*This paper addresses the persistent problem of minority enrollments.
Enrollment of women is not discussed. Less progress apparently has
been made in increasing minority enrollments than in increasing the
enrollment of women. See, e.g., Eli Ginzberg, "Women in Medicine:
What Is Really Happening," Journal of Medical Education 53: 843-844
(1978).
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Table 4.
U.S. MEDICAL SCHOOLS, 1972-73 to 1977-78

MINORITY ENROLLMENT IN

1972-73 1973-74 1974-75 1975-76 1976-77 1977-78

MINORITY GROUP No. % No. A No. % No. % No. % No. p A
Blacks 2,582 5.4 3,049 6.0 3,355 6.3 3,456 6.2 3,517 6.1 3,587 6.0
Mexican-

Americans 361 0.8 496 1.0 638 1.2 699 1.3 780 1.4 831 1.4
Mainland

Puerto Ricans 90 0.2 123 0.2 172 0.3 197 0.4 232 0.4 261 0.4
American .

Indians 69 0.2 97 0.2 159 0.3 172 0.3 186 0.3 201 0.3
TOTAL 3,102 6.6 3,765 7.4 4,324 8.1 4,524 8.1 4,715 8.2 4,880 8.1

Source: Association of American Medical Colleges, preliminary data, mimeographed,
Washington, D.C., 1977.
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A more sensitive index to change than total enrollments is first-
year enrollments. In 1977-78, 9.0 percent of first-year students were
black, Mexican Americans, mainland Puerto Ricans, or American Indians,
with blacks making up 6.7 percent of the first-year students but only
6.0 percent of all students.84/

HISTORICAL PERSPECTIVE

Authoritative recognition of the inferior position of blacks in the
United States health care system dates back at least to 1932,
when the report of the Committee on the Costs of Medical Care noted that
blacks generally are accorded inferior care. Later, concerns about the
small number of black physicians emerged. A study published in 1958
noted that, in 1950, blacks made up ten percent of the population and
only 2.2 percent of all physicians, and the black physician-to-popula-
tion ratio was declining.85/ (Indeed, in 1970, blacks were more
than 11 percent of the population and still only 2.2 percent of all
physicians.)

Medical school action to redress these imbalances may have origi-
nated in 1968, partly in response to pressures following the assas-
sination of Martin Luther King, Jr.86/ That year the Assembly of the
influential Association of American Medical Colleges (AAMC) passed a
resolution declaring: '"Medical schools must admit increased numbers of
students from geographic areas, economic backgrounds and ethnic groups
that are now inadequately represented." In the next four years, almost
all medical schools became involved in equal opportunity efforts.87/

The AAMC has promoted increases in minority enrollments. In 1969,
with assistance from the Office of Economic Opportunity, the Association
established an Office of Minority Affairs. In 1970, an AAMC task force
issued a landmark report, noting that blacks then made up 2.2 percent
of all U.S. physicians, 2.8 percent of all medical students, and 11 to
12 percent of the population, and calling for an enrollment increase to
12 percent of the 1975-76 first-year class.88/ The task force found the
lack of financial aid to be the "main barrier" to minority enrollment,
and it recommended increases in minority student retention in undergrad-
uate colleges as the best strategy for raising minority enrollments in
medical school.89/ The report favored increases in class size, more
counseling, and the establishment of regional centers to provide infor-
mation on medical career opportunities. For the short run, the task
force recommended a coordinated loan program offering progressively
greater sums up to $6.2 million in 1975-76; for the long run, establish-
ment of an "educational opportunity bank' was advocated.

The task force's 12 percent goal was not met. Exclusive of repeat-
ers, enrollment increases in the years 1970-71 to 1975-76 were only half
of what was needed to meet the goal.90/ A 1978 AAMC follow-up to the
earlier report attributed this failure to a decline in the medical school
admission rate of minority applicants from 75 percent in 1969-70 to 38
percent in 1976-77, to massive increases in white enrollments that
increased the denominator in the minority enrollment rate, and to a
decrease in white support for equal opportunity since the 1960s, due
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partly to inflation and other economic factors.91/

First-year enrollments of minority students peaked at ten percent
in 1974-75.92/ Minority applications rose only nine percent from 1973-
74 to 1976-?7.2}/ But if the most recent trend data are discouraging,
the overall trends since 1968-69 are encouraging: From that academic
year to 1975-76, for example, enrollments rose from 783 to 3,456 for
blacks, from 59 to 699 for Mexican Americans, from three to 197 for
mainland Puerto Ricans, and from nine to 172 for American Indians.94/

Particular historical factors affect the issue of minority enroll-
ments., Some believe that the disparity between the black experience
and that of most other ethnic groups accounts for the need for special
efforts to bring blacks into the economic mainstream of society.95/
In a sense, the problem is not simply one of minority pressure but of
the dissonance between our society's expressed values and minority
opportunitiea.ggj The Flexner reforms initiated in 1910 to improve
the scientific basis of medical education and the use of standardized
tests long have been regarded as deterrents to minority enrollments.97/
And it is the predominantly black schools, Howard and Meharry, that are
responsible for much of the education of black physicians to date; not
only did these schools train the great majority of black physicians
before 1968, but they continue to account for over one-fifth of black
enrollments. However, these schools have required an unusually high
level of federal financial support. Other minorities such as Native
Americans and Hispanics have been pressing for their own federal
support for development of medical schools. The nation is faced with
having to decide whether to increase representation of minorities in
the medical profession through support of predominantly minority
schools or through additional efforts to increase their representation
in existing schools. The former may be more effective in the short rum,
but could be inconsistent with achieving an integrated educational
system. In addition, the current estimates of future physician supply
and need make it inappropriate to foster the opening of any new medical
schools. (See Section 1)

RANGE OF MINORITY PROGRAMS

Special programs have been established on the medical school level
to enhance recruitment, admission, and retention of minority students.
Significant efforts to increase the pool of applicants have ranged from
a Morehouse outreach program 98/ to a Harvard summer school program pro-
viding not only course work but also counseling.99/ Summer programs
are highly favored, 100/ and requirements for establishing such programs
are sald to include a large summer school with strong science courses,

a nearby medical school with an affiliated hospital and other clinical
facilities, an opportunity for participants to function as part of the
regular student body, and an adequate number of minority student role
models.101/

The existence of special admission programs is well-known and will
be discussed later. Special retention programs offer counseling, tutor-
ing, and limited repetition of courses, as well as financial aid. To
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facilitate recruitment or applications, the AAMC maintains Med-MAR
(Minority Applicant Registry, distributing biographic information
about potential minority applicants to all schools) and publishes an
annual catalog on minority admissions to all schools.

In terms of schools' commitment to, or success with, such programs,
available data indicate that obvious school characteristics are not
predictive of minority enrollments. No statistical relationship has
been found between minority enrollments, or changes in minority enroll-
ments, on one hand, and a school's total enrollment, region, public or
private status, or area population or population density or percentage
of non-whites on the other hand.lggf What is known is that black stu-
dents tend to be slightly older, have a higher female-to-male ratio in
the aggregate, and be more likely to have graduated from a small college
than other students.103/

THE SIZE OF THE MINORITY APPLICANT POOL

The most obvious cause of low minority enrollment is minorities'
lower application rate. During the three years ending in 1975-76, 43
percent of minority applicants, compared with only 35 percent of other
applicants, received offers to enroll in medical school.104/ But in
1975-76, among minorities, only 2.2 percent of a number equal to first-
year college students applied to medical schools, whereas among others,
the comparable percentage was 2.6.105/ The problem may therefore be
the application rate, not the acceptance rate.

The size of the pool appears to require additional attention. To
achieve a minority share of enrollments commensurate with the minority
proportion of the population, a doubling in minority enrollment would be
required. This in turn requires an increase in programs to motivate and
inform potential applicants; however, foundation support for such pro-
grams had declined.l106/ Greater attention to the science education of
minority undergraduates also may be necessary.

Several suggestions have been made for increasing minority admis-
sions. Grant programs could make medical school more competitive, given
that promising minority students can enter various professional fields.
Special admission programs and changes in admission criteria, such as
less emphasis on standardized tests, 107/ could facilitate increases in
minority admissions. Research efforts could be accelerated to determine
reasons for relatively low minority admissions; such reasons might
include not only academic and economic factors but also cultural factors,
which perhaps make medicine a less attractive career to minorities than
to whites.

The undergraduate college experience itself may discourage many
potential minority applicants to medicine. Evidence suggests that more
minority college freshmen than other college freshmen plan to enter
medical or other professional or graduate schools.108/ Attrition rates
in college are higher for blacks than whites, and many blacks seem to
avoid certain pre-med courses, particularly in mathematics.109/

Much of the paucity of the minority applicant pool may be due to
pre-college factors. College prerequisites often are not even
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available to minority high school students, or such students are
"tracked" into courses that are not preparatory for college.110/ Pre-
college influences are especially important in light of the fact that
more than three-fifths of successful medical school applicants decide
on a medical career before entering college.1lll/ In the formulation of
academic plans, money is a crucial factor and operates to the severe
disadvantage of minority aspirants to college.l12/

College entrance rates reflect the importance of pre-college factors
as a barrier to minority medical school enrollment. Minority high school
graduates consistently have had only half the probability of other
graduates of entering college.113/ Imn 1970-71, only 26.7 percent of
black graduates entered college.;lﬁj Among Mexican Americans, the
entrance rate is even lower than for blacks.115/ Also, it is not clear
that, on the whole, the college education of minority students is as
academically rigorous as the education of white undergraduates. Colleges
may need funded programs to recruit, support, and educate minority
students who are potential physicians.116/

Greater effort also appears necessary on the high school level. As
of 1971, barely half of black and mainland Puerto Rican high school
juniors were making it through to graduation.117/

To increase the size of the minority applicant pool, DHEW could
enhance support for programs of "...outreach, identification and
encouragement of promising undergraduates, aid to undergraduate schools,
pre-enrollment and compensatory education and other approaches..."118/
Specific options identified in the Department 119/ include:

(1) Increasing federal support for medical school
outreach and compensatory education programs,

(2) Funding undergraduate college programs to
identify and encourage potential minority
applicants and to strengthen the pre-med
curriculum of minority colleges,120/

(3) Funding early decision programs to accept
minority applicants before their final year
of college and then provide them with special
tutoring and other services, and

(4) Initiating career education programs among
minorities in elementary and secondary schools.

DHEW Health Resources Administration officials have proposed an
increase from 125 to 157 programs, reaching 4,900 more students for a
total of 23,400, to recruit minority applicants and provide "curriculum
enrichment” experience such as summer employment in biomedical facilities.
Coupled with new projects providing information on educational opportuni-
ties, the proposed price-tag for the increased federal effort is $22.9
million in fiscal 1980, an increase of about 28 percent over the year
before.121/

Other suggestions related to pool size have been made. A task force
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of the AAMC has proposed that medical schools establish "feeder" systems
with colleges and high schools.lzgf Medical schools already have reduced
the emphasis on grade point average Medical College Admission Test (MCAT)
scores as admissions criteria.l123/ Authorities increasingly recognize
that these criteria do not adequately measure many indices of success in
medical school or medical careers; such indices are believed to include
compassion, coping capabilities, decision-making, interprofessional
relations, realistic self-appraisal, sensitivity in interpersonal rela-
tions, and perseverance.124/

Various arguments are involved in issues related to efforts to
increase the pool size. For example, the use of standardized tests
such as the MCAT are purported to be so unfair to minority aspirants as
to justify special admission programs.125/ On the other hand, special
admission programs for disadvantaged applicants are opposed by indivi-
duals who assert that no college graduate is disadvantaged.126/ Argu-
ments also are made to substantiate new approaches to the problem, such
as increasing student tuition aid because medical schools probably can
recruit minority students more easily from out-of-state, or offering
special incentive grants to schools with particular success in recruit-
ing and educating minority students.l127/ 1Issues surrounding the Bakke
Supreme Court case are discussed later in this paper.

RETENTION OF MINORITY STUDENTS IN MEDICAL SCHOOLS

Although retention rates among all medical students are high, among
minorities they are significantly lower than other students. Minority
students are required to repeat courses relatively often; this slows
slightly the rate of production of minority physicians, indicates a need
for greater preparation for regular course work, and conceivably
suggests to some that minority physicians are not necessarily as well-
qualified as other physicians. The three-year retention rate for all
minority (black, Mexican Americans, mainland Puerto Ricans, and American
Indian) students admitted to medical school in 1973-74 was 88 percent,
compared to 97 percent for all students. There was little difference
among minorities, except that mainland Puerto Ricans had a 98 percent
rate (50 out of 51 graduating).128/ 1In 1975-76, repeat rates were as
follows:

REPEAT RATES OF MEDICAL STUDENTS BY
SELECTED GROUPS, 1975-76, IN PERCENT

Mainland
Mexican Puerto American
Year in School Whites Blacks American Rican Indian
First year 151 15.1 6.6 9.2 10.3
All other years 0.7 5.7 5.2 5.3 6.7

Source: U,S. Department of Health, Education, and Welfare, Note 3,
p. 24,
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In general, retention rates for all groups are considered high. 129/
But repeat rates for minority students are about ten times as high as
for other students. 130/

The retention problem can be addressed through special academic
programs, financial aid, or social support. Minority students with
academic problems sometimes are placed in decelerated programs, and
the possibility of a five-year curriculum has been raised. Verbal as
well as science skills are important to the success of special academic
programs.

The financial need was identified in the AAMC 1970 report. 131/

But financial aid actually has declined in recent years, 132/ and the
AAMC 1970 task force's proposals to establish a central loan authority
and an educational opportunity bank have not been realized. 133/
Financial assistance through participation in the National Health
Service Corps may supply sufficient aid, geared to the expectation that
scholarship recipients will practice in shortage areas after graduation.

In terms of social support, faculty members have been urged to
meet with academic specialists in other fields to learn to become more
sensitive to minorities, and to reduce medical school regimentation 134/
The presence of more minority faculty models appears especially impor-
tant, given existing inadequacies in some minority students' interaction
with faculty members. 135/ More research may be needed on the success
of various types of counseling programs and the possible need for the
population of students of a particular minority group in a medical school
school to be big enough for mutual support.

POST-GRADUATE PLACEMENT OF MINORITY PHYSICIANS

Because medical education does not end at graduation from medical
school, 1ssues of minority enrollment are related to issues of post-
graduate placement of minority physicians. A study undertaken in 1974
revealed that 62 percent of minority graduates participating in the
National Intern and Resident Matching Program obtained their first
choice of placement, 17 percent attained their second choice, 11 percent
their third choice, and 10 percent did not obtain any of their first
three choices. The authors of the study asserted that this success
was achieved despite lax enforcement of equal opportunity requirements
in law. 136/

One reason for the importance of post-graduate placement is that
residency can have a major bearing on the graduate's chances for obtain-
ing faculty status in medical school. Minority faculty members can
serve as behavioral models and motivators for minority students. Minority
Minority students are showing a '"strong preference'" for positions in
teaching hospitals affiliated with universities. 137/ But much progress
may be needed. In 1975-76, the proportion of minority members on medi-
cal school faculties, rounded to the nearest one-tenth of one percent,
were Blacks, 1.8 percent; Mexican Americans, 0.2 percent; Puerto Ricans,
0.7 percent (including 0.5 percent at the University of Puerto Rico);
and American Indians, zero percent. 138/
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OTHER HEALTH PROFESSIONS

Thie paper has focused on minority enrollments in medical schools
alone. Problems may be considered generally comparable in other types
of health professions education, with the added factor that medical
school recruitment of able minority students may reduce the already
limited pool of qualified minority applicants to other types of schools.

In schools of osteopathic medicine, minority enrollment in the 1978-
79 first-year classes is below five percent, with 19 of the 59 minority
students enrolled at one institution (Michigan State University College
of Osteopathic Medicine); total minority osteopathic school enrollment
in 1976-77 was 4.4 percent (including 1.1 percent Orientals), and
minorities exhibited a far higher repeater rate than whites.139/ In
dental schools in 1976-77, ten percent of students overall and 11 per-
cent of first-year students were members of minority groups (including
about three percent Orientals).140/ 1In 1973, 2.5 percent of active
optometrists (including about 1.5 percent Orientals) were members of
minority groups.l41l/

IN THE AFTERMATH OF BAKKE

The issue of minority group enrollments in medical schools should
be viewed in light of the Supreme Court's decision in the Bakke case.l42/
The case involved a challenge by a rejected applicant, Alan Bakke, a
white male, to the medical school admissions policy of the University
of California at Davis. This policy, by which 16 out of 100 positions
in the entering class were filled with candidates applying to a special
admissions program, originally was intended to benefit applicants who
wished to be considered "economically and/or educationally disadvan-
taged"; ultimately, however, the program was designated for "minority
group" applicants, considered by the University to include blacks,
Chicanos, Asians, and American Indians. Although disadvantaged whites
applied to the program in large numbers, none were even accepted through
that process.

In addition to Bakke's claim that this policy violated the Equal
Protection Clause of the Constitution, 143/ the Court requested the
parties to address the applicability of Title VI of the Civil Rights
Act of 1964.144/ Consequently, a clear statement of "the law" as
decided by the Court is difficult to make. Four justices were willing
to uphold the program under the Constitution alone, believing the Civil
Rights Act not to prohibit any racially compensatory conduct that would
be permissible under the Constitution. These justices thus found race
to be an acceptable admissions criterion. Four other justices did not
reach the constitutional issue, but wanted to invalidate the program on
statutory grounds. The purpose of the Civil Rights Act was clear, they
stated, in preventing race from being 'the basis of excluding anyone
from participation in a federally funded program."145/
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The crucial "swing" vote was provided by Justice Powell, who favored
invalidating the program on constitutional grounds. As a result of
Justice Powell's vote, Bakke was ordered admitted to the school. More
critically, however, Justice Powell joined the four justices who voted
to uphold the Davis policy, in stating that race or ethnic background
could be considered as an admissions criterion, provided that race
M. ..is simply one element--to be weighed fairly against other elements—-
in the selection process.'146/ Although Justice Powell asserted that
promoting "diversity" within the student body was a "compelling state
interest" justifying the use of race in admissions policy, he found the
Davis medical school's program an unnecessarily restrictive means of
promoting this interest. Thus, what seemed to be the decisive factor
in Bakke's favor was the university's use of a "quota" system for
admitting minority applicants rather than affording each applicant
"individualized consideration."147/

As an example of the type of case-by-case consideration that Powell
would approve, he cited the Harvard College Admissions Program. Under
this program, the College did not set 'target—quotas" for the admission
of applicants from particular racial, cultural, social, or academic
backgrounds, although race was admittedly a factor in some admissions
decisions. In addition, the College provided "some attention to
numbers,'" believing that "there is some relationship between numbers
and the benefits to be derived from a diverse student body." 148/

Although it was recognized in the Bakke decision that such a system
of "individualized" attention might merely be a more subtle type of
quota system, Justice Powell was willing to rely on the good faith of
the nation's schools in implementing their admissions policies with due
regard for the concept of equal protection.149/ Traditionally, the
Supreme Court has accorded considerable latitude to "academic decision
making,"150/ and this philosophy is reflected generally in the Bakke
opinions. However, Justice Powell's opinion contained a caveat which
may be relevant to determining the extent to which the Court will review
the admissions decisions of educational institutions:

So long as the university proceeds on an
individualized, case-by-case basis, there
is no warrant for judicial interference
in the academic process. If an applicant
can establish that the institution does
not adhere to a policy of individual
comparison, or can show that a systematic
exclusion of certain groups results, the
presumption of legality might be overcome,
creating the necessity of proving legiti-
mate educational purpose.151/

Thus, although the Bakke decision reflects, in part, the "hands
off" policy of the courts when dealing with the academic process, it
provides a warning to the educational community to avoid the systematic
exclusion of certain groups. How strictly this can, or will, be
enforced is unclear. Certainly, the difficulty involved in proving
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that policies have an illegitimately harsh effect on minorities may
allow educational institutions to avoid making a commitment to an
effective affirmative action program. On the other hand, except for
the use of a quota system, educational institutions appear relatively
free to formulate their admissions policies without judicial interfer-
ence, provided they afford individualized attention to applicants.

Despite this latitude, however, several schools have revised their
admissions policies by eliminating special committees for screening
minority applicants, and by focusing the admissions process on an
individualized determination of the ''disadvantages" of applicants.152/
While such an approach would seem to meet the standards established by
the Supreme Court, it is not clear that Bakke requires that special
admissions be completely eliminated; rather, these committees probably
would be legally suspect only if their decisions always determine
whether the minority applicants are accepted or rejected, and only if
these conmittees do not, in fact, consider the applications of non-
minority group applicants. It may be permissible to establish an advi-
sory special admissions committee to meet any of a number of special
situations. For example, such a committee could recommend minority
group applicants to the full admissions committee. The full committee
could, in turn, consider the recommendations of the special committee
in making its final applicant selections.

(In order to survive a legal challenge after Bakke, it may be
important that the special committees' recommendations in fact be only
advisory; that is, the recommendations must be evaluated individually
against the applicants from other groups, preferably with some consi-
deration given to the "disadvantages" of all the applicants, and with-
out the use of any '"'quota" system guaranteeing a certain number of
places for racial or ethnic groups.)

The Bakke case, therefore, does not mandate an end to affirmative
action. Educational institutions could involve their own counsel in
reviewing plans for affirmative action to protect valid minority oppor-
tunities. On the other hand, the court decision may make it somewhat
easier to circumvent affirmative action. Civil rights advocates now
may find it more difficult to require an institution to admit specified
percentages of racial and ethnic minorities, or to insist that the
failure to admit such specified numbers of applicants amounts to an
illegal "systematic" exclusion of these groups.153/

POLICY APPROACHES

The 1978 AAMC task force report exhorted government to act more
aggressively to promote minority enrollments in medical schools. The
task force coneluded:

[T]he federal govermment must regain its
concern for increasing opportunities for
racial minority groups, furnish leader-
ship in the continuation of these special
programs, and provide as much financial
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support as possible toward their continu-
ation. Because of the recent decrease in
federal support, state governments should
also increase their support and leadership
in the development and continuation of
special programs for racial minority
groups in the health professions.154/

The report also called for accelerated efforts on the part of the AAMC,
medical schools, and private funders.155/

There appears to be general interest on the part of public and
private organizations in increasing minority enrollment in medical
schools.156/ But there are no federal financial incentives for schools
to increase minority enrollments, such as payments made in exchange for
minority enrollment increases or negative weighting of applications for
government research funding from schools with unsatisfactory minority
enrollments; nor is it clear that minorities receive the major share of
benefits of DHEW programs to aid disadvantaged populations.157/ 1In
terms of programs to increase the pool, there is little information on
results per unit cost. Programs geared to earlier educational stages,
such as elementary schools, are likely to be less efficient than programs
geared to later stages, such as entry to medical school; but in fiscal
1978, only $14.5 million was expended on special programs for health
careers education, and that sum was spent on the Health Careers Oppor-
tunity Program, which is not limited to minorities or medicine.légf

Minority medical schools present another challenge to the federal
government. The phasing out of financial distress to these institutions
is under consideration.159/ Yet these schools are financially weak and
depend heavily on federal support.160/

University and medical school efforts are intricately involved with
policy initiatives involving minority enrollments. Policy needs are
different 1f schools have generous quotas for minorities, no special
program at all, or an intermediate device. One such device is the
University of California at Davis' method, adopted after the Bakke
decision, awarding minority applicants five points, and disadvantaged
applicants five points, in a 100-point admissions system.161/

Majority attitudes are particularly important on the university and
medical school level. A reluctance to share power with minorities is
perceived as paternalism and may lead minorities to resist well directed
efforts.162/ Minority students sometimes feel resented; a student
speaker at a 1977 conference on minority enrollment remarked that
"[m]ost people around you do not realize that no one gets into medical
school because of being black but rather in spite of 1t."163/

Finally, the policy issues are complicated by a lack of definition
as to what constitutes a minority. The claim sometimes is made that if
special programs are justified for certain groups, then they also might
be appropriate for other groups as well. One perspective on this issue
is that, to qualify for special treatment as a minority, a group on the
whole must be geographically identifiable, culturally and physically
identifiable, have a low index of intellectual achievement, and have a
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low economic level.164/

There are many possible policy approaches to issues of minority
enrollment. The choice of strategies ultimately may reflect the basic
goal. A program intended to provide minorities with an equal chance
to attend medical school may differ from a program to improve the
delivery of health care to underserved minority populations. Although
minority physicians are more likely to treat minority populations
services will still need to be obtained from other physicians. Even
if the total supply of minority physicians were adequate their specialty
and geographic distribution still could pose problems. Moreover, pro-
grams that probably would succeed over a long term may fail to meet
immediate needs, or vice versa. Both a clearer delineation of purpose
and a unified strategy may be needed now to increase minority medical
school enrollment nationwide.
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THE FUTURE ROLE OF NEW HEALTH PRACTITIONERS

In the past fourteen years, two new types of health practitioners,
the physician assistant and the nurse practitioner, have been trained to
provide many of the services that previously were delivered only by
physicians. By 1976, there were 5,800 graduates of nurse practitioner
programs funded by the Department of Health, Education, and Welfare
(DHEW), and 4,600 graduates of physician assistant programs funded by
DHEW. 165/

This section discusses the involvement of the federal government in
developing the physician assistant and nurse practitioner and examines
some of the major issues of the past and present bearing upon these two
health providers. The role of the nurse practitioner and physician as-
sistant in the next decade is discussed and policy options are presented.

THE FEDERAL PRESENCE

The use of trained persons other than physicians to deliver medical
services, particularly primary care services, has been common in many
countries for decades.166/ In the United States, the first training
program for physician assistants started in 1965 at Duke University and
the first training program for nurse practitioners began at the Univer-
sity of Colorado in that same year. It was not until the 1970's that
the United States government became interested in the potential of new
health practitioners in part as a result of an apparent shortage of
primary care services in rural areas. In his Annual Health Message of
1971, President Nixon recognized the value of nurse practitioners and
physician assistants in increasing the availability of primary care.
Congress revealed a similar attitude by providing funds for the train-
ing of certain types of nurse practitioners in the Nurse Training Act
of 1971, 167/ and the training of nurse practitioners and physician
assistants in the Comprehensive Health Manpower Act of 1971.168/

Continuing congressional concern with the issues of the quality and
the availability of primary care and continuing congressional reliance
on the nurse practitioner and physician assistant as partial solutions
to the problems are reflected in four more recent pieces of legislatiom.

37
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Concern about the rising costs of health care, and the potential of the
new health practitioners to moderate the rate of price increases were
also involved in the passage of the laws. The Nurse Training Act of

1975 169/ establishes new authorities for project grants and contracts
for training programs for nurse practitioners and provides traineeships
for individuals in nurse practitioner programs. The Health Professions
Educational Assistance Act of 1976 170/ provides grants and contracts

for physician assistant training programs, as amended by the Health
Services Extension Act of 1977 171/ and, for the first time, directly
addresses the need for primary care manpower in underserved areas. It
authorizes traineeships for nurses who are residents of a health manpower
shortage area and who promise to practice in such areas when they complete
their training as nurse practitioners, and also provides that special
consideration be given to training nurse practitioners who will train in
health manpower shortage areas.

Support for the employment of new health practitionmers in health
manpower shortage areas is further advanced in the Rural Health Clinics
Service Act of 1977, 172/ which allows payment under Medicare and Medicaid
programs for medical services furnished by a nurse practitioner or physi-
cilan assistant in clinics located in rural, medically underserved areas:
previously third party payers had not paid for services typically provided
by a physician when delivered by a nonphysician. The act also authorizes
funds for demonstration projects in paying for the services of nurse
practitioners and physician assistants under the Medicare and Medicaid
program in urban medically underserved areas.

MAJOR ISSUES--PAST AND PRESENT

The emergence of new health practitioners has raised several issues
that are now at different stages of resolution. The issues of patient
acceptance, physician acceptance, quality of care, and productivity have
been resolved for the most part. Patients appear to be generally satis-
fied with physician assistants and nurse practitioners, 173/ and physi-
cians are sufficiently accepting of the new health practitioners so that
unemployment is not a problem. New health practitioners enjoy a high
rate of employment in organized settings and those who employ them express
general satisfaction with their performance as members of a team. 174/
The limits of the acceptance by physicians and patients have not been
established. Nurse practitioners and physician assistants provide care
similar in quality to that provided by physicians for a wide range of
services. 175/ Although the estimates differ by practice setting and
physician specialty, the addition of a new health professional to a
physician's practice can increase the productivity of the practice by as
much as fifty percent. 176/ Among the factors that influence the size
of the increases in productivity are the size and the organization of
the practice, 177/ the location of the practice, and the type of new
health professional. 178/

The cost issues surrounding new health professionals are complex
and difficult to resolve. For example, determining the cost-effective-
ness to a practice of employing a physician assistant or nurse practi-
tioner requires detailed information on their level of productivity,
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their mode of utilization in the practice (are new health practitioners
improving the quality of the services or increasing the case load?), the
amount of physician supervision, and the physician's altered work effort.
Cost effectiveness also depends on factors external to the practice, such
as the demand for medical services and reimbursement policies. Current
studies indicate that new health practitioners can be cost effective.179/
Among the many other cost issues that remain to be decided is the effect
on national expenditures for medical care of using new health practi-
tioners.

Many legal issues and reimbursement policies are open to question.
State medical practice acts, state nurse practice acts, and state regu-
lations tie the medical practice of physician assistants and nurse
practitioners directly to that of physicians and limit the medical
services the new health professionals can perform.180/ Legislation and
regulation vary widely from state to state, but, in general, require
the identified physician supervisor to be legally responsible for the
professional activities of the new health professionals.181/ As may be
expected, laws and regulations of new professions are in a state of flux
and are often ambiguous. Still unanswered are such questions as: Should
state laws and regulations be changed to allow nurse practitioners and
physician assistants greater responsibility in medical practices? Should
there be one board to regulate physician assistants and nurse practitioners?

Current reimbursement policies of private third party payers and
public programs also link the new health practitioner to the physician.
For the most part, public programs and private insurers have been slow
to recognize the nurse practitioner and physician assistant for payment
purposes, and payment for their services, when provided, has gone to
the employing physician or institution. With some exceptions, the
services of the new health practitioner are not reimbursed under federal
programs 1if the services were traditionally performed by a physician.
The federal policy for non-reimbursement was established before the
beginning of federal programs to train physician assistants and nurse
practitioners. The basic Medicare Part B rule declines to provide
reimbursement for medical services rendered by non-physicians, except
for such services "furnished as an incident to a physician's professional
services, of kinds which are commonly furnished in physicians' offices
and are commonly either rendered without charge or included in physicians'
bills."182/ The Rural Health Clinics Services Act overrules this pro-
vision in the case of rural clinics and also permits payment for services
provided by new health practitioners in the clinic when the physician is
not physically present at all times.183/ These changes are modest, and
broader long-term considerations--such as the scope of services to be
reimbursed, the payment for the services of new health professionals in
physicians' offices, the level of payment for physician services, the
payment for the services of new health practitioners in adequately served
areas, and the recipient of the payment for the services of new health
practitioners--have not been sufficiently addressed by public and private
third party payers.
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THE EMERGING ROLE OF
NEW HEALTH PRACTITIONERS

The future of the new health practitioners is uncertain, partly
because of the rapidly expanding supply of physicians. The number of
physicians is expected to be approximately 596,800 by 1990, an increase
of about 60 percent from today's level.l84/ Because patient volume is
a factor in new health practitioners, an increase in the number of
physicians may adversely affect their employment. Nurse practitiomners
and physician assistants remain dependent on physicians for employment
because of state laws requiring physician supervision and reimbursement
policies that restrict payment directly to new health practitioners.
However, if physicians can create a demand for their own services, as
some have suggested, there would be less of a decline in patient load
and, thus, in the employment of new health professionals.185/ There is,
however, a limit to the amount of health care that the public will need.
On the other hand, practicing physicians may perceive the growing number
of entrants into medical practice as competitors. They therefore may
refrain from hiring a nurse practitioner or physician assistant, and
hire recently graduated physicians, unless it can be demonstrated that
the new health practitioner can improve the profit margin of their
practice more than another physician. The cost effectiveness of adding
new health practitioners to physician practices varies with the mode of
practice, reimbursement practices, and other factors.

The situation is particularly important in light of the expected
supply of new health practitioners by 1990. If federal support for
training continues at current levels, there will be approximately 18,520
physician assistants and 23,030 nurse practitioners at that time.lggf
The 1978 Nurse Training Amendments, 187/ which would have authorized the
development and expansion of nurse practitioner programs for the new
year, were vetoed by President Carter in November of 1978. However, his
veto was directed at provisions of the bill other than the one dealing
with nurse practitioner programs.188/ In the message accompanying his
veto, the President reaffirms the Administration's interest in nurse
practitioner training programs, and points out that the program will
continue through 1979 under a continuing appropriations resolution.
There are, as well, indications that legislation will be introduced in
the next session of congress to continue such support until 1980.

Although federal investment in training programs for new health
practitioners is large, (the level of federal support for nurse practi-
tioners and physician assistants for the past two fiscal years has been
22 to 25 million dollars: 22.1 million dollars are allocated for the
1979 fiscal year) a number of new health professionals train and graduate
without federal support. Sixty percent of present nurse practitioner
training programs (118 out of 198) and 26 percent of programs training
physician assistants (13 out of 50) are operating without federal assis-
tance.189/

In his message of November 17, 1978, the President refers to a
major administrative review of support for the training of all health
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professionals and the submission of new legislative proposals to the
96th Congress. In December, 1978, the Office of Management and Budget
requested drastic reductions in spending for training of health profes-
sionals. The uncertainty surrounding administrative and congressional
actions in this area precludes a definitive projection of the supply

of new health practitioners and other health personnel. Irrespective

of further government actions, there will be an increased supply of
physicians by 1990 as a result of the long period required for training
physicians, the demand for admission to medical schools, and the current
enrollment levels in medical schools.* (See Section one of this paper).

Although the expected increase in the number of practicing physi-
clans need not prevent the utilization of the new health practitioners,
it does make it necessary to reconsider the future role of nurse
practitioners and physician assistants. There are unmet national needs
they may f£111, including providing primary care in underserved areas,
delivering preventive care, and providing care in hospitals. Unresolved
issues will influence how well the new health practitioners can respond
to these opportunities. As noted previously, nurse practitioners and
physician assistants now lack flexibility mainly because of legal and
reimbursement restrictions that require that most be employed by a
physician or an institution and that all must practice under a physi-
cian's supervision.

The expectation that new health practitioners can play a larger
role in providing preventive care, supplying primary care to underserved
areas and populations, and provide needed specialized care in hospitals,
is based on their current contributions, which are documented in the
following discussions. Information on the current and future need for
these services is also presented.

Underserved Geographic Areas

Although the supply of physicians in the United States has increased
dramatically in recent years, physicians in the primary care disciplines
are inadequately supplied, particularly in rural areas and in inner city
neighborhoods of large cities.190/ Indeed, DHEW recognizes that one of
every six people live in areas where access to primary care services is
minimal. About half of the underserved population of 34 million people
live in urban settings and half in rural areas.l191/ The anticipated
growth in the supply of physicians in the primary care fields will
probably not be adequate to meet all of the primary care needs of the
nation under current patterns of organizing and delivering health
care.192/ Nor, is it probable that the geographic distribution of
physicians will be adequate in the near future. (See section 2 of this
Paper).

New health practitioners, even with existing legal, reimbursement,
and other restrictions, can increase the availability of primary care.

*The Association of American Medical Colleges notes that in 1978
enrollment in the nation's 124 medical schools was at an all-time
high of 62,242, a four percent increase over 1977.
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Nurse practitioners and physician assistants are most commonly employed
in the delivery of primary care. About 69 percent of nurse practitionmers
are providing primary care 193/ and 71 percent of physician assistants
practice with primary care physicians.194/ More than 36 percent of
physician assistants--compared to 25 percent of the population and 13
percent of all physicians--reside in non-urban areas (Table 5).

Table 5. Distributions of PAs, Medex*, Population and Physicians
by Type of County, for 1975

Percent PAs

and Medex* Percent Patient Percent U.S.

Type of County N=1403 Care Physicians 1/ Population
SMSA 2/
500,000 + 40.6 17.2 54.7
SMSA
50,000-500,000 20.8 67.7 20.6
Non-SMSA 35.6 12.8 24,7
Other 3.0 0.9 0.0

Totals 100.0 100.0 100.0

*U.S. Armed Forces corpsmen, specially trained.

1/ Nonfederal patient care physicians from, Distribution of Physicians
in the U.S., 1973. G.A. Roback, American Medical Association,
Chicago, Illinois.

2/ SMSA (Standard Metropolitan Statistical Areas) from Richard M.
Scheffler and John Kushman, ''New Health Practitioners and Rural

Health Care" American Journal of Agricultural Economics, November
1978.

If physician assistants are trained in schools emphasizing rural prac-
tice, redistribution efforts are even more successful. Programs in
Washington, Utah, and Oklahoma have placed 58 percent, 72 percent, and
62 percent, respectively, of their graduates in communities of less than
25,000. 195/ Preliminary evidence indicates as well that physician
assistants brought up in rural areas are more likely to work in

rural locations.196/

Nurse practitioner training programs have had some success in
placing their graduates in underserved areas. About 36 percent of the
1971-74 classes of nurse practitioners are practicing in inner city
neighborhoods; 17 percent practice in rural communities.197/
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Underserved Populations

The participants in a recent conference on critical issues in
health manpower concluded that physicians prefer not to deliver care to
such population groups as the poor and socially deprived.198/ 1It is
also apparent that certain age groups, such as the elderly, experience
serious gaps in health care without regard to income or social status.
The elderly represent ten percent of the population of the United States
and have much greater health care requirements than other age groups.
About 10-20 percent of those over 65 are functionally disabled, in con-
trast to only two to three percent of the population of 17 to 64 year
0olds.199/ The over-65 population will require even more health care in
the future because it is the fastest growing segment of the population.
Chronic illnesses, which are a large proportion of the problems of this
age group, 200/ have psychological, social, and economic aspects, as
well as disease manifestations. It means that many physicians do not have
the expertise or the desire to spend the time required to manage the
health problems of the elderly. If the training of physicians included
more information about the aging process and the problems of the elderly,
some, but not all, of the deficit in the health care needs of the elderly
could be remedied.201/

New health practitioners have demonstrated the professional ability
and the necessary empathy to manage most aspects of chronic illnesses
characteristic of the elderly.202/ Nurse practitioner/physician teams
are particularly effective in assisting the home-bound and the institu-
tionalized elderly -- groups in special need of health services -- to
attain their health goals.203/ The future role of the nurse practitioner
and physician assistant in providing primary health care to these
populations deserves attention.

Another underserved group that benefits from the primary care
services provided by new health practitioners is psychiatric patients,
both outpatient and inpatient.204/ At one facility, physician assistants
were responsible for discovering that fifty percent of the patient popula-
tion had previously undetected medical problems.205/ 1In that kind of
setting, the physician assistants were cost effective relative to physi-
cians in the overall delivery of primary care.206/

It may prove useful to increase the use of new health practitioners
in psychiatric settings in the future. More than one~half of the
physicians in state mental hospitals graduated from foreign medical
schools, 207/ and federal initiatives are expected to reduce the number
for foreign trained physicians practicing in the United States.208/
Notwithstanding the unresolved issue of the quality of care, foreign-
trained physicians serve as the only source of psychiatric and medical
care for some psychiatric patients. In the short run, replacement of
foreign-trained physicians by graduates of U.S. medical schools will be
difficult unless radical changes are instituted in state and county
mental hospitals. The provision of primary care in such institutions
by new health practitioners appears to be a reasonable alternative.209/
Physician assistants who have graduated from accredited training programs
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and then received additional training in psychiatry also have assisted
with psychiatric treatments.210/

Preventive Services

In a recent report of the Institute of Medicine, A Manpower Policy
for Primary Health Care, 211/ new health practitioners were said to
enhance the delivery of education and preventive services to patients.
Nurse practitioners, in particular, emphasize preventive services,
patient education, counseling, and chronic care.212/ 1In some settings
they have been shown to deliver as much as 75 percent of the well person
care for adults and children.213/

If major initiatives in prevention are begun in the near future,
there may not be sufficiently trained health manpower to participate.
Physicians will probably not be able to meet this need immediately.214/
Other efforts to increase the availability of preventive services
delivered by physicians, such as incorporating the skills and knowledge
basic to prevention into the medical school curriculum, residency train-
ing and continuing medical education and covering more preventive services
under health insurance, may require an extended period of time before
they are adopted. New health professionals, as well as other under-
utilized health professionals, may offer a short-term, and perhaps a
long~-term, answer to the need for preventive services. The physician
assistant and nurse practitioner also may, if properly utilized,
constrain rising health expenditures.

The Hospital Setting

A major emphasis in health manpower policy is to increase the
availability of primary care services. The federal government is
encouraging the production of physicians in primary care disciplines by
increasing the number of training slots in primary care specialties,215/
which may 1limit the number of training slots available in non-primary
care disciplines. Professional organizations of surgeons have expressed
interest in decreasing the number of physicians in the surgical special-
ties. They are concerned that specialty skills cannot be maintained if
there are limited opportunities to use them, for example, in geographic
areas where some types of specialists are abundant.216/

If the number of training slots in non-primary care fields is
curtailed, the availability of quality specialized services may be
reduced. New health practitioner have demonstrated they can provide
many of the specialized services now supplied by surgical house staff
to hospitalized patients. Physician assistants have been successfully
used in many types of hospitals--university teaching hospitals, community
hospitals, children's hospitals, and county hospitals.217/ Their duties
vary with the type of hospital.  In general, they expand the services
available to patients, improve patient care, and provide routine pre-
operative and postoperative care. Because most remain in their positions
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for long periods of time, they may provide better continuity of services,
policies, aud procedures. In some hospitals, physician assistants free
residents from the more routine work load, and function as assistants

to staff surgeons, thereby allowing an increased surgical volume without
increasing the number of fellows and residents. By using physician
assistants, hospitals also have been able to decrease the number of
junior residents they require. If properly utilized, three surgical
assistants can perform the work of two surgical residents, it is
estimated by one source.218/ Surgical assistants can also be employed
in remote areas, thereby decreasing the absolute number of surgeons
required in such localities.

In the future, new health professionals may be called upon to
assume a larger place in the hospital setting due to changes in our
national policy concerning foreign medical graduates. As noted before,
the number of foreign-trained physicians and the services they provide
to patients will be reduced soon. Based on distribution data of foreign-
trained house officers, it appears the effect will be more serious among
certain specialties, institutions, and localities.219/ At a recent forum
held in New York City, it was noted that 42 percent of New York City
house staff were trained outside the United States and Canada.220/ The
possibility of a physician shortage in internal medicine, rehabilitation
medicine, pathology, anesthesiology, and other specialties in certain
neighborhoods and hospitals in New York City requires a variety of
strategies. One suggested option is to use nurse practitioners and
physician assistants to substitute for physicians in those hospitals that
have an inadequate house staff.

CONCLUSION

The work of nurse practitioners and physician assistants is closely
linked with that of physicians in private practice and in organized
medical settings. Inasmuch as the numbers of physicians have consider-
ably increased in response to federal initiatives and support, the
possibility of an oversupply of physicians exists. Partly due to this
projected increase in the supply of physicians, questions are now being
raised about the future role of new health professionals.

If there is an oversupply of physicians, nurse practitioners and
physician assistants may find it more difficult to find employment.

There is reason to believe that an increased supply of physicians will
mean that new health practitioners will need to adapt themselves to new
roles in the health care system. The problem may become exacerbated in
the next five or six years when the major influx of new physicians is
expected to occur.

The "trickle-down" effect may also effect employment of new health
practitioners, but so slowly that its impact may be negligible in the
next decade.* If so, under current patterns of organizing and delivering

*For a discussion of the "trickle-down'" effect see Section #1 of this
paper.
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health care, some national health policy goals will remain unrealized.
The availability of primary care is not universal: some geographic
areas and certain population groups will continue to have limited
primary care available. The country may also lack the types of health
manpower needed to supply preventive services nationwide. If major
initiatives in prevention are launched in the near future, this situa-
tion will worsen.

Policy Approaches

In discussing policy alternatives for the future role of the new
health practitioners, the ramifications of a possible oversupply of
physicians are of primary importance. If one assumes there will be an
oversupply of physicians the employment possibilities for nurse practi-
tioners and physician assistants may be curtailed as will federal funds
for the training of new health practitiomners.

Changes in reimbursement policies may be forthcoming. There are
indications that federal enforcement of the "incident to'" provision of
the Medicare Part B rule governing payment for medical services provided
by non-physicians may be accelerating. This provision, noted previously,
limits payment under Medicare for nurse practitioners' and physician
assistants' services to those not usually performed by physicians, and
specifically and individually ordered by the physician. Accordingly,
payment for services performed by new health professionals is limited to
such technical tasks as blood tests and changing dressings. The wording
of the provision is general and its interpretation by Medicare Part B
carriers and physicians has varied. Most physicians have billed for all
services performed in their offices irrespective of who performs the
service, and most carriers have chosen to ignore this widespread practice.
In 1975, they were instructed to inform physicians that "physician ser-
vices rendered by physician assistants are not covered under Part B of
Medicare."221/ For the most part, these instructions continue to be
ignored by both physiclans and carriers. Recently the North Carolina
carrier for Medicare Part B has begun to audit physician practices and
has requested repayments for services performed by physician assistants
that were not "incident to" those performed by the physician.222/ At
the moment it appears that this enforcement action has been limited to
North Carolina. Whether or not this action is causally related to a
possible projected oversupply of physicians cannot be ascertained. How-
ever, a federal policy directed to invoking a strict interpretation of
the "incident to" provision would significantly lower the employment
potential of new health practitioners.

Assuming that some health care services will remain unavailable
to some populations even if there i1s an oversupply of physicians,
federal efforts toward the optimal use and distribution of new health
practitioners are required. These initiatives would include expanding
federal support of training programs for nurse practitioners and
physician assistants, associating federal support of training programs
and of individuals in training programs with services to areas and
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populations in short supply of primary care, and altering reimbursement
and legal requirements. In light of the expanded supply of physicianms,
the first option does not appear likely. As noted previously, the
second option, i.e., associating federal support of training programs
and of individuals with service requirements, has been successfully used
in some physician assistant training programs. Continuing and increased
support of this approach should improve the availability of primary care
to underserved areas and groups to some degree.

In addition, altering reimbursement policies to permit payment
for services of nurse practitioners and new health practitioners would
alleviate some of the current restrictions on their ability to practice.
The evidence on the past and current performance of new health practi-
tioners is indicative and not conclusive because of such restrictions.
Possible effects of modifying reimbursement policies to allow for payment
of the services of new health practitioners include a greater demand for
their services, and a greater availability of primary care services in
areas, populations and institutions that are short of physician services.
The resulting increased use of the health care system might increase
total expenditures for health care.

In designing a new reimbursement policy to augment the efficient
use of health practitioners, many questions will have to be considered.
For example, should payment be direct to the new health practitioner or
to the physician's practice? Should there be payment for all services
rendered by physician assistants and nurse practitioners or only for
medical procedures? Other questions that require serious examination
include payment for services of nurse practitioners and physician
assistants only in medically underserved areas and with underserved
populations, the level of payment for their services and the degree of
physician supervision required for payment, and payment for efficacious
preventive services. This last question transcends payment to new
health practitioners and includes physicians as well.

Legal barriers to implementing changes in reimbursement practices
will also have to be removed. 1In the case of Medicare and Medicaid,
additional legislation appears necessary. Currently, authorization for
payment of services of nurse practitioners and physician assistants is
on a reasonable cost basis and is limited to services provided in rural
clinics, and urban clinics on a demonstration basis. Under Medicare,
legislation will also be needed to provide payment for necessary
preventive services. Payment is now limited by law to services needed
in diagnosing and treating an illness or injury.

Licensure requirements affecting reimbursement policies also will
require changes. New health practitioners can now only receive payment
for those services the licesnure mechanism allows them to permit. Some
of the state medical practice acts and state nurse practice acts which
control the scope and contitions of practice of new health practitioners
will likely require modification.
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