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I. Introduction

As of 1972, there were approximately 68,000 Foreign Medical

Graduates (FMGs) in the United States.
1 FMGs now account for 20

percent of the total number of physicians (356,534) in the U.S.2

The number of FMGs entering this country annually has increased

from 1,040 in 1954 to 12,285 in 1973, a number greater than the total

of U.S. graduates (10,391) in 1973.3 FMGs now fill one third (18,400)

of all internship and residency positions (56,021 in 1972).4 These

trends--the yearly increase in the number of FMG's entering this

country and the fact that they are becoming an increasing portion of

the total stock of physicians in the U.S.-- has caused increased

concern with regard to U.S. policy toward the foreign medical graduate.

Reasons for the concern with the increased flow of FMGs differ,

however. To some people, the large number of FMGs entering and

remaining in this country represents a loss of scarce manpower from

less developed countries (LDCs) that have greater needs than the U.S.

for medical care and for physicians.
5

To others, the primary concern with the large inflow of FMGs

is based on the belief that the FMG is less qualified than the U.S.

medical graduate (MG) and therefore that the quality of medical care

is declining and will worsen if current trends continue.
6

Another concern with the large inflow of FMGs is that it removes

the opportunity for large numbers of U.S. people to become physicians.
7

If the U.S. did not rely upon the FMG, more medical school spaces

to
4
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would have to be provided, this offering g. eater educational opportunity

for our on "sons and daughters" to become physicians.

A final concern with the large inflow of FMGs is that if such trends

continue, then together with the recently increased capacity of U.S.

medical schools, there will be an oversupply of physicians in the U.S.8

A surplus of physicians, it has been alleged, would lead to adverse

competitive behavior, which would result in unnecessary care and in

higher medical care costs.

The FMG "problem" is thus the result of a number of different

concerns. These concerns affect various organizations and people

quite differently. It appears, however, to be in the interest of all of

-nose having one or more of these concerns to favor policies which would

reduce both the inflow of FMGs and their numbers in this country. Unless

the above four concerns are separately analyzed, it becomes impossible

to discuss alternative approaches for alleviating each concern. Policies

which purport to deal with the issue of international equity may in

fact be proposed by those persons or organizations whose real concern

is with quite a different issue. Thus, for public policy to be effective

in dealing with the issues of FMGs, it is necessary to determine whether

the differences in political positions are the result of differences in

approaches toward alleviating a given concern or whether those positions

are in fact :over a difference in concerns.. To clarify, hopefully, the

debate on public policy toward the FMG, this paper will discuss separately

each of the above concerns together with several alternatives for

alleviating each concern and the probable consequences of each alternative.
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II. ISSUE No. 1: International Equity

A. Background to the Equity Issue

One of the first issues that is expressed when FMGs are

discussed is the fact -that less developed countries (LDCs) are

losing their physicians to the United States. The U.S., which has

both higher health levels and more physicians per thousand population,

is attracting and keep:mg FMGs that could be used to greater advantage

in their on country. It is also believed that the U.S. is not just

a passive participant the outflow of FMGs from LDCs. It has been

asserted that the U.S., in attempting to ease U.S. health manpower

shortages in the 19601s, actively sought to increase the number of

FMGs coming into this country, by introducing changes into the

immigration laws, such as the giving of occupational preference to

FMGs.

The issue of international equity is concerned with the

belief that LDCs, which have high health care needs, subsidize the

training of their own physicians and then subsequently lose these

physicians to the U.S. The U.S. thus saves on the cost of producing

physicians, making a situation where LDCs in effect are subsidizing

the U.S.

The countries from which FMGs are leaving has changed. During

the 1950's, proportionately more FMGs emigrated from Europe. As of

1971, 66.6 percent of the FMGs were immigrants from Asia, which in 1957

accounted for only 7.6 percent of immiqrating F..723.
9

The largest number
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of FMGs are currently 1972) coming from India (1,513), the ?hillipines

(782), and Korea (768).10

FMGs may enter the U.S. either as immigrants or as exchange

visitors. Amendments 7.o the Immigration Act of 1952 replaced national

imnigration quotas by Hemispheric quotas. Further, seven preference

categories were established which gave immigration visas first to

those qualifying for these preference categories. Four preference

categories related to Immigration of relatives, one to immigration

of refugees, and two to immigration of certain labor categories. An

"Occupational Preference" must be certified by the Department of

Labor to the effect that a shortage of qualified workers exists in the

U.S. and that wage and working conditions of U.S. workers similarly

employed will not be affected. For FMGs, the Department of Labor

has certified that there are not enough physicians in the U.S. and that

no prospect exists for relieving this shortage with American workers.
11

The Exchange Visitor Program (started in 1948) was to make

available to other countries the information possessed by the U.S.

educational system. Exchange Visitor Programs are intended to provide

education to foreign students under the assumption that upon completion

of training these students will return to their countries of origin.

Originally, to qualify as a sponsor for an '.x.11dnge Visitor Program,

an individual or group of individuals needed only to demonstrate their

intention to promote better understanding among people in the U.S. P,nd

1111,people from foreign nEtions. Hospital training programs became a key



-5-

focus of Exchange Visitor Programs. For hospitals, FMGs, acting in

the role of intern or resident, represent a low-cost source of manpower.

Contrary to the original intention of the Exchange Visitor Program,

exchange visitor visas have become, for many FMGs, a step toward

obtaining a permanent residence visa. In 1965, only about 1 of every

30 immlgrant visas issued to physicians went to someone who was an

exchange visitor. By 1970, 1 of every 6 immigrant visas issued to

physicians went to exchange visitors. This ratio had been reduced

to 1 to 2 by 1972.12 The startling change in this ratio has resulted

in large part from changes in the immigration regulations. Due to

changes made in 1970, an FMG in the U.S. with an exchange visitor visa

was required to return to his or her country of origin for at least .

two years upon completion of a graduate training program if he or

she was sponsored by funds from the U.S. or a foreign government, or

if the Secretary of State determined that his or her services were

clearly required at bane. Crhe Secretary of State was charged with

the responsibility for drawing up a "Skills List" defining which

skills were in short supply in foreign countries. The "Skills List"

took effect in May, 1972.) In practice, in recent years, few FMGs

have been forced to return to their home countries under the

foreign residency requirement.

Several factors appear to have produced this development. First,

most FMGs enter the U.S. under private sources of funding, relieving

them of one of the foreign residency return requirements.
13

1
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Second, health manpower personnel have had relatively little trouble

obtaining a waiver of the foreign residency requirement of the

Exchange Visitor Program. In fiscal 1970, waivers of the foreign

residency requirement were granted to 741 physicians, surgeons, and

dentists who were in the U.S. under exchange visitor visas. Only

1,731 such waivers were granted to all occupations in that year.14

Third, under the 1970 regulations, persons who were privately sponsored

and who did not have s}'L11 s which were in short supply in thpir

home country were eligible for immediate immigration. Although the

new achange Visitor regulations were adopted in 1970, the Department

of State did not distribute its list of skills in short supply in

foreign countries until May, 1972. In the meantime, privately funded

exchange visitors were free to apply for conversion of their exchange

visitor J visa into a ?ermanent resident visa status. Of those FMGs

who changed from exchange visitor to immigrant status in 1972, only

13% had entered the country in 1971 or 1972, indicating that many

exchange visitors who had entered in previous years may have taken

advantage of the time lag between the implementation of the changes in

the foreign residency requirement regulation of 1970 and the publication

of the "Skills List". Fourth, FMC exchange visitors, in most cases,

are eligible for occupational preference visas. If the quota on

occupational preference visas has been filled, FMG exchange visitors

are allowed to remain in the U.S., instead of being forced to leave,

until a visa spot opens.
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In the 1971 House hearings on Illegal Aliens, it was discovered that

over 11,000 occupational beneficiaries, most of whom were medical

personnel, had been permitted to remain in the U.S. despite the non-

availability of visa numbers needed to complete their immigration

adjustments.
16

Taken together, these four policies indicate that it

has been relatively easy for exchange visitors to remain in the U.S.,

contrary to the original intent of the EXchange Visitor Program.

In addition to FMGs entering the country are the increasing numbers of

U.S. citizens studying medicine overseas with the intention of re-entering

this country to practice medicine. It is estimated that between 5,000-

6,000 U.S. students are pursuing their studies in foreign medical schools.

More than half of these students are studying in Mexico or Italy.
17

This represents a shift in the countries abroad where U.S. students are

receiving their medical education. In the past, more of the students

studied in EUropean countries; however, several of these countries

recently began restricting thEZ.- medical school places to their own

students. There may thus be a second subsidy from other countries to

the U.S. if the medical education of U.S. students studying abroad is

subsidized by that country. (This aspect of the equity issue, U.S.

citizens studying overseas, will be discussed separately in Section

IV, Issue No. 3, below.)

In order to propose alternative options for rect'ying the

situation, where LDCs are in effect subsidizing the U.S. medical care

system, it is first necessary to construct a proper framewor3, for
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determining what would be conceptually correct solutions to the

problem.

The reason an inequitable subsidy situation has arisen is that

while some countries have subsidized the education of their physicians,

and subsequently have Lost them, other countries are receiving

a benefit (physicians) for which they have not paid the cost. Thus,

those receiving the benefits have not been bearing the costs, while

those bearing the costs are being deprived of the benefits. Such a

situation could be corrected if those who receive the benefits were

to reimburse those bearing the costs. If the beneficiaries were to

reimburse the losing country for the costs of losing their physicians,

this would compensate -the country for its losses, and in addition, would

serve to decrease the demand for FMGs. The equity problem is similar

to one where a state subsidizes the education of an MD and then the MD

leaves to practice in another state.

The principle of compensation and of who should compensate whom

seems simple enough. There are however, several problems in implementing

it.

First, what are the costs to the country from which the FMG has

emigrated? Is it merely the costs of replacing the FMG, such as the

costs of education, which has been subsidized by the country? Is it

in addition the foregcne taxes (less the FMG's claim on government

services) that the FMG would have paid? Is there a loss to the country

in terms of what the FMG could have contributed above his services as a.

physician? These costs, and possibly others would certai.nly differ for

each country.

6
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Secondly, who benefits from the FMC's emigration? One obvious

beneficiary is the P himself. FM2s will earn a higher income than

they could have earned had they not emigrated. The FMC's employer

might also be a beneficiary. If a hospital hires an FMG and collects

revenue based on the FMG's services that are in excess of what the FMG

is paid Cplus any othe, costs), then the hospital is a beneficiary

as well. Further, if a physician with staff privileges is relieved

of longer hours in the hospital as a result of the hospital's hiring

of the FMG, or if the ?VG serves in a capacity which would fall upon

the U.S. physician--e.;., if he or she were to be on call in the

hospital, rotate in the emergency room, etc., or if the FMG increases

the U.S. physician's productivity, and hence his income, then the U.S.

physician is also a, beneficiary of the increased number of FMGs. An

additional set of beneficiaries are the U.S. taxpayers. Since medical

education is subsidized by the federal and state governments, the U.S.

receives physicians, which, if it were to produce the same number

itself, would cost the taxpayer a sizable sum.
18

(These benefits,

however, are not evenly distributed thr,oughou4 the and among

its taxpayers.)

A third practical difficulty to solving thrri pro' ,lcm of an

inequitable subsidy is that even if the country losing FMGs could

determine the cost that would compensate it for Pac?::"MC leaving,
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and if each of the beneficiaries (and the.extent for each) were

clearly Jpientified, how does one collect from the beneficiaries to

repay the losing country? Once the FMG has left the country, i.e.,

he leaves the country as an exchange visitor and then converts to

immigrant status once Ln the U.S., he cannot be required to repay

that country.

What would be some direct solutions to the "equity" problem?

One would be if the country losing FMGs were to require all of its

costs to be repaid before the FMG could emigrate. Even if LDCs

were to institute such a policy, we would expect these countries

still to lose some of their physicians. FMGs even under these

circumstances would want to emigrate to the U.S. or other developed

countries, because the higher incomes of physicians in these countries

would, despite the repayment requirement, make it worthwhile for

a number of them to emigrate. Potential employers might even, in

some cases, be willing to loan the FMGs the funds to repay their

costs.
19

If the losing country could recover its losses from the

emigrat-ing FMG (or frcm the potential employer), then the solution to

the problem would be much simpler. The consequences of such a

policy would be that fewer FMGs would emigrate. However, the type of

FMG leaving might change; the departing FMGs might be those who by

U.S. standards are of higher quality, thus having greater confidence

in their ability to obtain a higher paying job and to repay their
/-411.

Costs.

A
a. A



However, if the losing country were not able to impose such an

export tax on its emigrating physicians (perhaps because the physicians

wishing to leave came from higher income and more influential

families), then what policies could the U.S. pursue to remedy the

situation? The U.S. could impose a tax on the FMG/s income and then

remit it to the FMG's country. Similarly, the U.S. could try to

collect froth FMG beneficiaries, i.e., hospitals and physicians employing

FMGs as staff physicians and residents, by imposing a tax on them.

However, these types of taxes, it is believed, would be unconstitutional.2°

Thus,' the most direct way of dealing with the equity issue is

for the losing country to impose a tax on the emigrating physician equal

to its perceived loss. If, for some reason, the losing country were

not able to do that, then the next best direct approach would be for

the U.S. to place a tax on the FMG and/or on his employers and remit

the proceeds to the losing country. Failing the use of such direct

approaches, a number of indirect approaches have been suggested and

will be briefly discussed. Some of these proposals seek to

discourage the inflow of FMGs into this country; others try to

encourage them to return home once they have emigrated.

B. Proposals to Disca age the Inflow of FMGs into the U.S.

1. Change Immigration Policy:

Any proposal which seeks to reduce the entry of FMGs by placing

country quotas or by Limiting the number of FMGs that can enter the U.S.
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does not rectify an inequitable situation, i.e., helping the country

that is losing FMGs. 2f the FMG is not permitted to enter the U.S.,

then he or she can still go to another developed country. Such a

policy would merely shift the benefits away from the U.S. to some other

country.
21

Some of the benefits that the U.S. would lose with a decline in

the number of FMGs CO A number of states, among them New

Y6rY, TIlinois, Ohio, New Jersey, and Michigan, would lose a sizable

number of their practicing physician and resident population if there

were a decrease in PCs. The effect among states would vary greatly,

from 35 percent of its physicians being FMGs in New York to less than

2 percent in Arkansas.22 (2) Approximately 85 percent of FMGs

are in patient care activities with approximately 50 percent being

located in hospitals.23 (3) FMGs consist of more than 50 percent

of the house staff in mre than 42 percent of the hospitals offering

residencies. In 311 hospitals (or 31 percent), 76-100% of their house

staff are FMGs.
24

C4) In those specialties considered to be primary

care, general practice, internal medicine, pediatrics, and obstetrics,

FMGs have filled approximately 66 percent of the residency positions

in non-affiliated hospitals and approximately 34 percent of residencies

in affiliated hospitals. Fewer FMGs would mean a loss Cas of 1972)

5
of about 5500 residents in primary care. C5) In state mental hospitals

the predominant physician is an FMG. C6) Although data are lacking,

it is believed that the large numbers of FMGs in hospital-based practice
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are located in inner city areas, serve the low-income population,

and man the outpatient departments and emergency rooms.

Without FMGs, these population groups and those persons in state

mental hospitals would suffer a great decline in their ability to

have any access to medical care.

If the benefits to the U.S. of having FMGs are simply shifted to

other developed countries, then, of course, the country"losing FMGs

is no better off. Thus, proposals which arbitrarily attempt to limit

the number of FMGs entering the U.S. must have some objective other

than equity in mind, s±nce those proposals would be ineffectual in

improving equity.

Given the overall immigration policies and limits that the U.S.

currently maintains, the U.S. should be neutral in the type of people

that it attracts through immigration. That is, U.S. immigration policy

should not be related to the health manpower needs of the U.S., to

the disadvantage of less developed countries. Thus, the issuance of

"Occupational Preference" visas with the restriction (as of May, 1972)

that the skill possessed by the prospective immigrant not be in short

supply in the potential migrant's home country would achieve this;

however) it is too early to judge its impact. How large an effect

such a change in the .immigration law would have on the number of FMGs

entering this country is difficult to determine. In 1971, it was

estimated that approximately one- fourth of FMGs came under the

occupational preference category. 26 Since the number of FMGs

" a44
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entering as immigrants rose to 5,756 in the next year, this change could

mean a loss of approximately 1,440 FMGs per year to the U.S. However,

this estimate would probably be high since the FMG could either enter

under another preference category or undergo a case-by-case

certification by the Department of Labor.

2. Changes in the achange Visitor Program:

As the achange Visitor Program is currently administered,

the intentions of the applicant upon entering the program are subjected

to very little scrutiny. Similarly, the type of training made available

through the program may bear little relation to the type of training

most needed in the FMG's country. If the Ekchange Visitor Program is

to fulfill its original intentiOns.of information exchange and assistance

in training to other countries, rather than serving as a subterfuge

whereby FMGs can be attracted to work in the U.S., then several

changes are required:

a. Screening of potential exchange visitors by the FMG's country.

To provide assurance that the applicant is qualified, that the applicant

is committed to return home, and to determine -QV-appropriate training

program that would be most beneficial to the FMG's country, exchange

visitors can be accepted on the basis of recommendations from a

screening committee established in the FMG's country, or require

sponsorship of the FMC by the host country (and assure the FMG of a

position back home upon completion of the training program.)



-15-

b. Establishing minimum reavirements for Exchange Visitor

Programs in U.S. hospitals. It has been suggested that for Exchange

Visitor Programs to be effective, they must include orientation and

language courses as well as showing the ability to provide the necessary

training that an exchange visitor requires, i.e., the skills taught

should be those that are most needed in an LC. It may be that a

number of, hospitals coald offer these additional programs and still

benefit themselves by having such a training program (i.e., in terms

of the services provided by the trainee). In those cases where the

training required would not be offered unless it were subsidized, then

federal subsidies may be needed to fulfill the goals of the Exchange

Visitor Program as originally legislated.

c. Requiring, that exchange visitors must leave the U.S. for

a minimErueriod of time. To ensure that the Exchange Visitor Program

is not used as a means of immigration, exchange visitors should be

required to leave the U.S. for a minimum period. This would not

necessarily mean that the PM would return to his or her country,

but it would mean that the-U.S. has fulfilled its obligation to

provide such training and that the U.S. is not attempting to bypass

its own immigration policies and provide occupational preference where

none should exist.

How large a decrease would there be in the number of PMGs

remaining in this country if all exchange visitors returned home and none

remained in the U.S. as immigrants? In 1971, 4,784 exchange visitors

to the U.S were physicians. In the previous year, 1970, one of every
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six immigrant visas that were granted to FMGs went to an FMG who

was an exchange visitor.
27

Thus, if such ratios were at all

meaningful, then approximately 800 FMGs per year would be lost by the

U.S.

The number of FMGs lost to the U.S. as a result of changes in both

the occupational preference categories and as a result of changes in

the Exchange Visitor Program would be approximately 2,240 per year

C800 from the Exchange Visitor Program and 1,440 from the change in

occupational preference category). There would still be a net inflow

of over 4,000 FMGs per year.
28

3. Establish Regional Cor Hemispheric) Training Centers:

Establishing negional centers outside of the U.S. to assist

the LDCs in the training of their health manpower is a worthwhile

foreign aid type program. However, this type of effort, which would

take time to establish, would do little to decrease the efforts by

FMGs to migrate to developed countries because of the higher expected

incomes they can receive. Thus, this policy, which may have other

favorable aspects to recommend it, will not be pursued further as a

means of discouraging FMGs to enter the U.S.29

4. Decrease the Number of Residencies Available to FMGs:

a. Increase Medical School capacity in the U.S. If the U.S.

medical school capacity were increased so that USMGs would fill all

of the offered residency positions, then, in addition to the time it

would take for such a proposal to have its effect, it would be enormously

costly. Earlier (Foomote 18) some estimates were provided regarding the
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costs of replacing the entering FMGs. At a minimum it would take

several billion dollars and would be unlikely to replace all of the

FMGs in residencies. (This proposal will be discussed further in

the section discussing the Quality issue.)

In addition to the large cost involved and the time it

would take to achieve such a goal, it is unlikely that it would

decrease the desire by the FMG to emigrate fran his country. The

relatively higher incomes in developed countries would still provide

the FMG with an incentf_ve to emigrate. The FMG might try to enter

as an immigrant. He need not tell anyone that he is a physician, and,

once in this country, he could still find employment in public hospitals

or elsewhere in the medical care system. Further, such a policy might

merely shift the FMG's benefits to another developed country; it

would not necessarily ..ceep him home.

b. Limits on the number of residencies available to FMGs.

Similar in its effect to the above policy would be a policy that

would arbitrarily limit the number of residencies available to FMGs.

Some proposals have suggested that the total number of residencies be

arbitrarily set at 110 percent of the number of USMGs. Such a policy

would at least not incur the huge costs of replacing the FMGs (assuming

that they would not be replaced by USMGs), but it would result in a

different "cost". This latter cost would be to decrease the availability

of care, the supply of physician services, to those people currently

being served by FMGs.
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lf, as previously discussed, the FMG provides care in larger cities,

predominantly in hospitals, and if, as is commonly believed, it is

the lower.income persons who receive care from the hospitals where

FMGs are located, then such a policy would not be neutral in its

effects. It would fall harder on some persons (and states) than

others. It would adversely affect the medical care available to low-

income persons.
30
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III. ISSUE No. 2: The Quality of Medical Care Delivered by FMGs

There appears to be a significant quality differential between

the FMG and the USMG. The evidence of this qpality differential is

based upon performance on test scores (both the ECFMG and FLEX), the

greater proportion of 7MGs in unaffiliated residencies, and their poorer

performance in residencies when evaluated by their instructors.
31

It is not the pu.:,pose of this paper to discuss the adequacy of

the various quality instruments that have been used to compare the

performance of FMGs aad USMGs. It is commonly believed that a quality

differential exists, and for purposes of examining alternative options

in this area, that judgment will be accepted.

Those persons calcemed with the quality of FMGs have proposed

a number of alternatives to ensure that the quality of medical care

available in this country does not fall below certain minimum levels.

These minimum levels are usually defined in terms of the level of

training received by USMGs and by their superior performance on the

prerequisites necessary for licensure in the U.S.

In fairness to tl-e FMG, it should be noted that among FMGs

their relative performance on exams and in residencies varies greatly,

not only among those who come from the west European countries but also

among those entering from the less developed countries. Thus, any

policy which seeks to solve the quality issue by restricting the entry

of all FMGs who wish to remain in this country will eliminate as well

those FMGs who go into research positions or academic teaching and others
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who score as well as USMGs on exams and perform as well as USMGs

in their residencies.

A number of proposals have been made with regard to residency

programs, all of which, in one way or another, have the effect of

reducing the number of residencies avaJlable to FMGs. Examples of

such proposals are suggestions that the number of FMGs in residencies

in affiliated hospitals be reduced each year (Senator Beall's amendment);

that a hospital's residents consist of at least 25 percent U.S. and

Canadian medical graduates (AMA Council on Medical Education); or that

the number of internships and residencies in approved hospitals be

reduced to 110 percent of the number of U.S. medir,11 graduates

(Congressman Roy's bill).

If the reduction in residencies is based upon the premise that

most if not all FMGs would not be able to receive residency training,

then this would be a poor approach toward increasing quality. It

does not recognize the differential quality of FMGs and the fact that

a number of them receive their graduate training in hospitals where

the educational content is of high quality.

A policy that reduces residencies with the objective of achieving

high quality should not discriminate on the basis of whether the

person is an FMG or a USMG. Instead, a reduction in residencies

should be based on the content and quality of the residency program

itself. If any criterion other than quality is used, then the proponents

generally have an objective other than quality in mind.
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The following are quality options that have been proposed. They

range from those qua-117 measures that would result in the largest

reduction of medical services to one which could result in the smallest

decrease in care and could, conceivably, even result in an increase

in the availability of medical care.

A. Elimination off Residencies in Unaffiliated Hospitals

Graduate training programs require a combination of education

and service. However, it is believed that the educational content of

residencies in unaffiliated hospitals (and in unapproved residency

programs) is poor, and that this, in part, accounts for the poorer

performance of FMGs on license examinations. A reduction of residencies

where the educational content is poor will, it is believed, result in

fewer, more highly qualified practitioners.

In 1972, there were 56,021 interns and residents in U.S. hospitals.

Of these, 50,350 were in hospitals that were affiliated with medical

schools. The remainder, 5,671, were in unaffiliated hospitals. 94

percent of USMGs (35,609) served their residencies in affiliated

hospitals, while 85 percent of fl1Gs C3,623) were residents in affiliated

hospitals.
32

Thus, a reduction in unaffiliated residencies would

mean a loss of 5,671 residents, unless these programs were upgraded and

became affiliated.

Those opposed to proposals which arbitrarily limit the number of

residencies argue that the services provided by the FMG resident must

either be repla,ed or that the persons receiving such care will lose

such services.
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There appear to be two main beneficiaries of residents (in

addition to the residents themselves). The first is the physician

in private practice. A resident provides services to the physician's

hospitalized patient and is available in the hospital at inconvenient

times. Thus, not only does he or she increase the physician's

productivity but she or he adds to the physician's income. The physician

will charge for services which the resident has'helped to perform.

If the number of residencies offered in both affiliated and unaffiliated

hospitals were to be reduced, a number of the tasks that are performed

by the resident would shift to the physician. It is thus understandable

that the AMA's House o: Delegates has refused to go along with the AMA's

Council on Medical Education's recommendations on reductions in

residencies. If the number of residencies were reduced, one would

expect physicians to pressure hospitals to replace some of their tasks

(availability, service in emergency rooms, etc.) by the use of physician

asSistants or to give greater responsibility to RNs. Alternatively,

the hospital might be forced to drop certain services where a physician's

presence would be required.

The other main beneficiaries of residency programs are those

persons who would not receive physicians' services if it were not for

residents. The population groups most affected are the poor and those

using outpatient and emergency room facilities as their source for

primary care. Although strong empirical evidence is lacking on the

population served by hospitals using FMGs in their residency programs,
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it is believed that the high concentration of Fm,Gs in urban hospitals

serves a population that is different from that served by U.S.

physicians.

Another problem wIth arbitrary limits on the number of residency

positions is that they may freeze the existing specialty distribution

of physicians. One would expect that the number of physicians in

different specialties would change over time, in part as a response to

changes in demands for such specialties. If arbitrary cutbacks in

the number of residencies are made, then the cutback should be in the

overall number rather than in each specialty so that some flexibility

among specialties is permitted.

In 1972, FMGs filled approximately 33 percent of the residencies

in primary care: General Practice, Internal Medicine, Pediatrics and

OB-GYN.
33

Thus, as of 1972, reducing the number of FMG residencies

(in both affiliated and non-affiliated hospitals) would result in a

decrease of 4,402 residents in primary care.

There would be differential impacts as a result of a reduction

in residencies. The rumber of residencies in some hospitals consist

almost wholly of FMGs, and the impact upon states would also vary

greatly. The proportion of residents that are FMGs in New York, New

Jersey,Rhode Island, Delaware, and Illinois, are a7 leTict 50 nercent

and in some cases up to 78 percent (New Jersey).3 If, as has been

hypothesized, the populations served by residents are the poor and
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those without their own primary physician, then the consequences of

such a cutback on the U.S. population would be very uneven.

B. Upgrading the Residency Program

If poorly trained FMGs are placed in low quality residency

positions, then this cumulative process of poor training will result

in poor performance on examinations as well as in quality of care as

practiced. The proposal has been made, therefore, that all residency

programs have certain minimum educational content and, for FMGs,

contain language courses, compensatory training, and orientation

courses.

The consequences of these proposals will serve to increase

the cost to the hospital of residency programs over what they would be

without such requirements. These costs will fall more on those hospitals

that use proportionately more FMGs as residents and look to FMGs

more for service in the residency program. (Some of these costs may

be shifted to the FMG if orientation and language courses are given

in regional training centers and the FMGs are required to pay their

own costs.)

Tf these requirements are to be met in hospitals which offer

residency programs, then it will lead to a decrease in the demand for

FMGs by the above type institutions. It is difficult to say how large

the decline in demand for FMGs will be since it will depend on the

increased cost of the new educational requirements. However,
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a policy to improve the residency program will likely lead to a

smaller decrease in the number of FMG residents than a program which

eliminates all residencies in unaffiliated hospitals.

C. Improved Testing and Higher Test Scores

The basis for much of the assessments of the quality differential

between USNGs and FMGs is the use of test scores. There are several

reasons why the exams FMGs take =MG and FLEX) may be biased against

them; however, the concern regarding quality is that these tests are

still not a proper scree.ning device. FMGs may take the exams an

unlimited number of times as well as taking crash courses, both of

which will improve their chances of passing.

Proposals with respect to examinations as a guardian of quality

are: (1) that the passing score on the ECFMG be raised; (2) that

before EKGs enter the 'LS., they take the National Boards (parts T and

II) as do USMGs; and (3) that the number of times an FMG can take the

exam be limited.

All of these proposals will decrease the number of FMGS who

can enter residency programs and subsequently practice. For example,

if the passing score cn the ECFMG is raised from 75 to 80, then the

percentage of FMGs passing will fall from 38 to 12 percent.35

Critics of tl-.e current use of testing as a measure of quality

suggest that, in addition to being biased against the FMG, there is

to date no empirical correlation between testing and subsequent performance.

If the number of FMGs who are allowed to practice is decreased as a
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result of higher test scores, will the quality of care be higher

if nurses and other health workers are substituted for the FMG?

Should such substitutes to the FMG have to take similar exams?

Testing can be a good screening device if the tests are valid

measures of Tality and likely performance. Also, for tests to be

good screens, crash courses and the number of times the test is

taken should not affect the passing score. The level at which the

passing score is set is also very important. Some proponents of

very high passing scores are really in favor of restrictions on the

number of persons who can enter the profession.36

D. Limited Licensure

One problem with the current examination system for

licensure is that the passing score of the exam determines whether

a person can or can not practice. If the passing score is raised, then

a person who would have passed at a lower score cannot now, practice

at all. Surely such a person is qualified to do some tasks but not

all of those that are required for licensure. An example is. the "underground"

of FMGs who are presunably practicing in hospitals without being fully

licensed and are not legally permitted to practice at the level of their

ability.

If limited licenses (by tasks) were permitted, then son;' of the

concern with the qual'ty of care practiced by FMGs would disappear.

Passing scores can be set as high as is desired for full licensure,

whereas there could be several levels at which an FMG could pass.
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Such a system of limited licensure would recognize what iri fact exists;

it would not decrease the number of FMGs in the system but it would

restrict what tasks they can perform. For some FMGs this may mean

being a physician's assistant. For others it may be the first step

toward full licensure.
37

The issue of quality should not be raised just for the FMG.

Large numbers of U.S. physicians trained in this country received

their licenses 30 or more years and the quality of the care they

practice is largely unknown. Re-examination and relicensure for all

physicians would certainly be consistent with concern for the quality

of care practiced by FMGs. Re-examination (for relicensure) would

also require limited licenses for U.S. physicians if the passing

score on these exams is to be sufficiently low so that few persons

fail completely. To put it more realistically, if the score is set

high then large numbers of physicians may have to stop practicing

completely. Those persons concerned with the quality of medical care

as practiced by physicians should not discriminate according to

whether the physician has been trained overseas or in this country.

A better screening mechanism would be re-examination and relicensure

for all physicians, regardless of where they were trained. Such a

policy would recognize the differences in quality of care that currently

exist among both U.S. and foreign trained physicians. Further, such

a policy would not necessarily decrease the availability of medical care

but might in fact increase it, perhaps at the primary care level. Since

the levels of training required for different licensure levels need not

be the same, it might be possible to train more physicians in a shorter

period for licensure at a limiti4 level.
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IV. ISSUE 3;* The "Sons and Eau hters' Ar: for Deareas

U.S. Reliance on FMGs,

There is a belief among the parents of children who did not get

accepted into medical Schools that their children would have been

able to become physicians if the U.S. did not rely on the FMG and

instead strove for "self-sufficiency" in meeting its physician

requirements.

For many years, the number of applicants to U.S. medical

schools has far outstripped the available supply of U.S. medical

school spaces. Ratios of numbers of applicants to numbers of enrollments

during the past ten years have fluctuated between 1.9 and 2.6.
38

In recent years, however, ratios have tended toward the upper part of

the range. Even with the greater number of medical school spaces

available, the number of applicants to acceptances has risen. The

increased number of applicants does not represent any lowering of the

required academic qualifications. For example, Richard Egan, M.D.,

the assistant director of the AMA's Department of Undergraduate Medical

Education, wrote in a recent editorial, "It's estimated that more than

100 additional medical_ schools of the present average size would be

necessary to accorrmdate the current number of qualified, yet rejected,

applicants,"39

Therefore, it 13 believed that if the U.S. were to decrease its

reliance on FMGs and were to replace them with U.S. trained physicians,

such a curtailment policy would result in greater opportunities for

Americans to become physicians.
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Merely curtailing the number of FMGs entering the U.S. and/or

decreasing the stock of FMGs practicing in the U.S., however, will not

by itself result in greater educational opportunities for prospective

U.S. medical students. Just decreasing the number of FMGs will

not lessen the excess demand for medical training (i.e., more applicants

than spaces at the prevailing level of tuition). A policy of "self-

sufficiency" or of greater medical education opportunities must be

accompanied by additional action. Examples of such additional action

would be policies to increase the supply of medical education facilities

and/or actions which serve to decrease the demand for medical education

by prospective students. The large number of FMGs in the U.S. together

with an unsatisfied demand for medical education makes it appear that

one situation has led to the other, whereaF in fact the U.S. has had

an excess demand for medical education since the Second World War and

before the large inflca of FMGs started.
40

Even if the U.S. lost

most of its FMGs it is likely that, under current methods of financing

and payment for medical education, an excess demand for medical education

would continue to exiEt. Conversely, if most of the excess demand for

medical education is satisfied, then there should be no concern with

the number of FMGs.
4
1 Thus, it would appear that the FMG issue is

secondary to the issue of how to satisfy the continued excess demand

for medical training.

lf, however, the goal is not merely satisfying the excess demand

for medical education but also of being "self' - sufficient" in the

"I. frIg
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production of physicians, then the supply of FMGs does become relevant.

It is difficult to understand the reason for self-sufficiency as a

goal by itself. The U.S. does not have self-sufficiency as a goal in

any other area of activity except for the recently stated one with

respect to oil. And even with respect to oil, self-sufficiency is

believed to be too cos7,1y to pursue. The self-sufficiency argument

with regard to the production of physicians is, I believe, really a

concern with being able to satisfy the U.S. demand for medical education

rather than one of self-sufficiency itself.

There are two basic policy options for satisfying the excess

U.S. demand for medical education. The first set of options would

result in an increase in the supply of medical education opportunities

available to U.S. citizens. The second set of policy options would

attempt to decrease the demand for medical education by prospective

U.S. students.

A. Increase the Supply of Medical Education Opportunities for

Prospective U.S. Medical Students.

An expansion in medical education opportunities can be

achieved in one of several ways: medical school capacity in the U.S.

can be increased, or medical education opportunities for U.S. students

in other countries can be subsidized and the students reintegrated

into the U.S. medical system on their return.

1. An Ecpansion of U.S. Medical School Capacity:

An increase in medical school spaces to satisfy the

,
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large excess demand for medical education would require.more than

doubling current medical school capacity. Since the current ratio

of applicants to acceptances is approximately 2.4, excess demand would

still exist; however, the concern with this issue would decline.

What would ba the approximate costs of satisfying the excess

demand for medical education through expansion of U.S. medical school

capacity? If we were to double the number of medical school places,

and still be left with an excess demand of approximately 20 percent,

then an additional 14,900 first-year places would have to be provided.

Alternatively, if the number of additional first -year places required

to meet the expectations of prospective U.S. medical students were

based on the number of residency positions available in affiliated

hospitals, then at least 6,342 additional spaces would be required.

In 1972, 16,980 first-year residency positions were offered in affiliated

hospitals. Of these first-year positions, 15,112 positions were filled,

4,474 of these by FMGs. To fill the vacant resident positions and to

replace EKG residents with USMG residents in affiliated hospitals, at

least 6,342 additional USMGs per year would be required.
42

To achieve this increase in capacity, existing schools could be

expanded or new medical schools could be built. A recent study of startup

expenditures for new or expanded medical schools estimated that capital

expenditures per student in new and expanding medical schools were

approX ithat8ly e$ 458 9 000 Tic,11 ;100 t t1011;31 n tuA en t
4 t

1 rip, to tfi

estimate, capital expenditures for 14,000 new spaces wnuld cost apprecimately

$6.0 billion. For only 6,342 new spaces the cost would be approximately

$2.9 billion.

a
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The amount required for capital expenditures, however, is less than

the total amount required. The costs of such a policy option are greater

still. According to the Institute of Medicine-National Academy of

Sciences study on the costs of medical education, the medical education

costs per student, exclusive of depreciation, was $12,530.
44

Since

tuition covers approximately one-third of medical education costs,

then an additional operating subsidy would be required for two-thirds

of the above education costs per student, or $8,250 per student

per year.
45

Thus, to increase the number of first -year spaces by 14,000

would require $6.0 billion in capital outlays and an annual operating

subsidy of $107 million, assuming no inflation. The more modest goal,

such as filling all residencies in affiliated hospitals with U.S. medical

graduates, would cost $2.9 billion in capital expenditures plus an

annul operating subsidy of $53.4 million per year. These subsidies

would be in addition to the current level of subsidies being provided

to the medic& education sector. Needless to say, it will take a

number of years before even the more modest goal can be achieved.

Also important in terms of the potential costs of such a

policy is that if the demand for medical education were to decline, then

it might be said that there was a federal commitment to continue

funding the medical schools. If this were the case, then it is more

likely that each school would reduce its student enrollment rather than

have entire schools close down. This would result in much higher
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education costs per student. An important and powerful interest

group, the American Association of MedirA1 Colleges, would be greatly

increased in the numbe: of its constituents. After having subsidized

these schools to expand and having funded the growth of many new ones,

the pressure would be on the federal government to maintain its

commitment to these sdlools and to continue funding them. We see

this currently occurring in the debate over the renewal of the Health

Manpower Legislation. Thus, in considering this option, the future

costs of maintaining excess medical school capacity should be borne

in mind.

The level of government spending required to achieve self,

sufficiency in physician production or to increase medical education

opportunities by increasing U.S. medical school capacity is sufficiently

high to raise the question of whether it is both warranted, given other

needs in our society, and whether it is a realistic possibility.

2. An Increase in Overseas Medical Education Opportunities:

The demand for a medical education in the U.S. is

sufficiently great that a significant number of Americans travel

overseas each year to obtain their medical education. For the 1971-72

school year, 3,715 Americans were enrolled in medical schools outside

of the U.S. (Some fccEign schools did not report enrollments of U. S

students so this number is a conservative estimate.)
46

Especially

high enrollments of U.S. students abroad are found in the Autonomous

University of Guadala!ara, Mexico and the University of Bologna in Italy; '.1414

which account for more than half of all Americans attending foreign

medical schools.

4 el V A' 4. 4.
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The U.S. medical student studying overseas (USFMG) generally spends

more time than if he or she had attended medical school in the U.S.

(5.43 years and even longer for those requiring a foreign language).47

An alternative policy to increasing U.S. medical school

capacity would be to fund the educational requirements of U.S. students

studying medicine overseas. The Comprehensive Health Manpower Act

of 1971 permits loans and scholarships for qnslified U.S. students

receiving a medical education abroad. These provisions of the Act,

however, are yet to be funded.

Subsidizing The study of medicine overseas is a far less

costly option than increasing U.S. medical school capacity. Overseas

medical education costs are less than in U.S. medical schools. However,

the quality of the medical education the student receives also differs

greatly. Further, for students studying overseas there are costs involved

in reintegrating the returning USFMG into the U.S. medical care system.

EXamples of the approaches that could be expanded under this option of

overseas medical education for U.S. students are COTRANS and the

"Fifth Pathway."

Both COTRANS and the "Fifth Pathway" are attempts to assist

U.S. students in foreign medical schools in gaining entrance into the

American health care system. In 1970, the PAM established a "coordinated

transfer application system" (COTRANS) to facilitate the evaluation of

the credentials of U.S. students, studying abroad, who wish to transfer

to a U.S. medical school, normally upon completion of their basic science

training.

01
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This system remains small, although it has some potential for expansion.

Since its beginning, 5E,0 COTRANS applicants had been accepted.
48

Secondly, effective in 1971, the AMA permits USFMGs to

enter approved graduate education programs without meeting the internship

or social service degree requirements of foreign medical schools and

without obtaining ECF.".n certification. Instead, students qualifying

for the "Fifth Pathway" must participate in a yea,,-long program of

supervised clinical training in a hospital which has agreed to sponsor

a "Fifth Pathway" training program. Upon successful completion of this

training program, a USTMG is eligible for entry into an approved U.S.

graduate education pro2,-ram. Currently, the response of medical schools

to the new AMA graduata education entry requirements allowing a "Fifth

Pathway" has been sma11.49

It may be difficult to encourage large numbers of U.S.

students, sufficient to satisfy the entire excess U.S. demand for

medical education, to study overseas. Although the costs of this

option would certainly be lower than attempting to satisfy this demand

by increasing U.S. medical school capacity, the quality of the education

received by the student overseas would be lower and foreign governments

might object to the icea. An additional advantage of having some

overseas medical education, as an outlet for U.S. students is that if

the demand for nedical education in the U.S. were to decrease, then

the U.S. would not be left with the prospect of having to maintain

as large an excess of medical school capacity.
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3, Decreasing the Demand for a U.S. Medical Education:

Medical education is subsidized by both the federal and

state governments. These subsidies allow the schools to reduce their

reliance upon tuition :Income for the operation of the medical school.

A policy which required the schools to increase their tuition to cover

more of the education costs Cperhaps by decreasing federal and state

subsidies to medical schools) would cause a decline in the demand for

a medical education. One of the factors that influence a prospective

student's desire for a medical education is the cost of that education.

If the price of a medical education (tuition) is maintained at an

artificially low level, as it currently is, and the number of school

spaces available is related to other factors, then the Cmand for

such education will continually exceed the available supply. Since

tuition is maintained at a level much below the cost of education

(about one-third of the actual costs), then it is difficult to

determine how much of the demand should be satisfied. There are

more students willing to pay this lowered tuition than there are

places for them; thus, there will be continued excess demand by

prospective students for a medical education. Higher tuition, more

fully representative of educational costs would decrease the rate of

return to a medical education--hence decreasing students' demands

for school spaces.

Any policy which results in higher tuition to all students

must at the same time provide some mechanisms so that a medical
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education does not become available only to students of high-

income families. High tuitions would place a particularly heavy

burden upon students from lows- income families. Therefore, for

students from all economic backgrounds to be able to attend medie,11

school, a policy of higher tuition rates would require increased

amounts for loans and scholarships and opportunity loan banks. Tn

return for such financial assistance such students would have the choice

of working in physician shortage areas or repaying their loans as a

percentage of their income, i.e., income-contingent loan repayment plans.

Such a policy, however, is a drastic change from our current

system of financing medical education and would meet strong resistance

from the medical education community.

A policy requiring schools to rely on higher tuition charges

might, had it been used in the past, have caused the schools to

respond to the increased demands for a medical education. The

response by medical schools to the increased demand for spaces improved

after they received federal and state funds which required increases

in their enrollment. Until that time, and currently, large numbers

of U.S. students that were rejected have been willing to study overseas,

pay higher than U.S. tuition rates, and spend more years to receive

their medical education than their more fortunate U.7,. couaterparts.

Even if the finencing of medical education were changed so that

there was no longer an excess demand for medical education, a desire

among FMGs to practice in the U.S. would continue to exi -t.

a

%



-38-

The rate of return to an FMG from practicing in the U.S. would still

exceed 'stet they could earn if they remeined at home. However, as

far as U.S. students are concerned, if there were little or no

excess demand for a mulical education, the presence of FMGs would

no longer represent a .ost opportunity to them.



-39-

V. ISSUE 4: FMGs'and the Problem of a'Possible Surplus of Physicians.

One of the issues often raised when FMGs are discussed concerns

the Impact that a large inflow of FMGs will have on the market for

physician services. During the 1960s (and earlier), when it was

commonly believed that there was a shortage of physicians, the influx

of FMGs helped in alleviating the increased demands for medical care.

Years later, starting ,in the early 1970s (after federal capitation

grants had been instituted), medical school capacity had increased so

that now a different concern arose among some organizations. It is

believed that the currant rate of production of USMGs and the continued

inflow of FMGs, together with the declining rate of growth of the U.S.

population, will result in a surplus of physicians.50 As a result

of this new concern, various professional organizations have called

for a reduction in both the inflow and ni:Imber of FMGs in this country.
51

In traditional economic markets, a surplus would result in lower

prices (actually with today's inflation it would mean that prices would

not rise as rapidly), and more persons would be able to purchase the

service at the lower prices. If this were to occur, it would adversely

affect the incomes of physicians. As would be the case with any industry

or group of workers, physicians would be concerned that an increase

in their number would lead to greater competition among themselves.

FMGs would still be better off than if they remained at home, but the

greater competition would lead to lower incomes among U.S. physicians

than if the physicians in the country were fewer in numbers.
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Therefore, one set of persons that would be expected to be against

the continued inflow FMGs on economic grounds would be U.S.

physicians.

One might suspect that the AAMC would also be concerned with the

surplus problem, since there would be less interest on the part of

state and federal governments to fund medical schools if it were

believed that there are too many physicians. A lower number of FMGs,

therefore, would still require continued increases in the number of

USMGs Calthough not at the rate of expansion that has occurred in

the last few years).

A different (and contrary) concern with the consequences of

a surplus of physicians is that many people believe that physicians

can create their own demand. Given the general lack of knowledge

by patients, physicians are both their advisers and suppliers of

medical services. Further, the traditional method of payment for

physician services, fee-for-service, creates an incentive for the

physician to supply such services. In a shortage situation, it is

believed, physicians will have no need to create additional demand for

their services, since they will be able to work at capacity or at

the level they desire. Under surplus conditions, however, the fee-for-

service system and the lack of patient information increases the

potentW for abuse, as it offers monetary incentives toward misuse of

the physician's relationship with the patient. This increased care

when paid for by the government can result in greater budgetary

4 ft
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requirements under government payment programs than are believed

necessary. Thus, the :7ederal government, as a payor for Medicare

and Medicaid Cand also for a possible national health insurance system),

might also be expected to be concerned with a possible surplus of

physicians.

Still another concern with the consequences of a physician

surplus is that quality of care may decline. For example, if excess

capacity exists among surgeons then they will perform fewer surgeries

and be less experienced. Further, physicians will be less likely to

refer patients if they are concerned about losing them.

A number of these concerns about a physician surplus appear

contradictory, depending upon which organization views It and upon

what the actual consecp.ences of a surplus situation will be.

The basis for projections of physician shortages and surpluses

is the physician-population ratio. If the number of physicians per

1000 population exceeds what existed in the past, then it is believed

that there is a physician surplus. Such calculations do not take

into account increased demand for physician services (nor increased

physician productivity). The concern that continued increases in

FMGs will exacerbate :vD surpluses is thus based on a projected increase

in the MD-population ratio. However, even though the MD-population

ratio may increase, there may still be a maldistribution problem and

certain population groups will still receive an insufficient amount of

physician services.

to k 4 Oh
't 4
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Since a PtlYsJ,cian surplus is of serious concern among certain groups

and organizations, various proposals for resolving (or at least mitigating)

it should be considered, together with their consequences.

A. Decrease the U.S.'s Reliance on FMGs

A direct means of reducing the likelihood of a surplus of

doctors would be to restrict the entry of FMGs. Smaller numbers of

incoming FMGs imply a slower rate of growth in the supply of doctors

and hence, a smaller surplus threat. There are many different means

of restricting the entry of FMGs. A recent AMA resolution urges the

"State Department to re-evaluate its open door policy regarding immigration

of foreign physicians and that it encourage the repatriation of

physicians to the country of their origin, especially to those

underdeveloped nations where medical need is great." Other approaches

have been discussed earlier with reference to changes in occupational

preferences and in the Exchange Visitor Program.

The difficulty of closing off the flow of FMGs was discussed

earlier in the section in International Equity. To summarize briefly

some of those points: even if the Exchange Visitor Program were tightened

up and the flow of FMCS remaining in this country as a result of that

program were reduced, FMGs could still enter under the immigration laws

as could any other immigrant. Further, those who do enter this way

-may be of lower 91a1ity than those who take the ECFMG and go into

residency programs. If the FMGs entering as immigrants do not pass

their state licensure boards, they might practice with temporary
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licenses or they might become part of the FMG "underground", i.e.,

FMGs in paramedical lobs practicing medicine without a license.

(Also what is our policy to be toward the significant number of U.S.

citizens who are studyLng medicine overseas with the hope of becoming

Physicians in the U.S.')

It would take tine to replace all of the FMGs with USNGs and,

as discussed earlier, the cost implications of such a replacement strategy

would be enormous. Restrictions of the inflow of FMGs would have to

be gradual; otherwise those people receiving their care from FMGs would

not have an alternative source. Further, would the n6mber of USMGs

be large enough so that they would replace all of the jobs performed

by FMGs? USMGs may not want to work in those settings (e.g., state

mental hospitals) and with those population groups that the FMG is

serving. If this is tne case, then the effect of policies to prevent a

surplus will most advefsely affect those who probably have the greatest

need for care.

However, those organizations and groups concerned with a surplus

of physicians would most likely be against replacement strategy of

USMGs for FMGs. A replacement strategy would not decrease the number

of physicians; it would merely substitute US)s for FMGs. If there is

to be no replacement for FMGs, what is going to happen to those persons

who depend upon FMGs for their medical care?

There is some belief that, apart from any changes in programs

to affect -their inflow, the demand for FMGs in the U.S. might decline.

4
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According to this viewpoint, the projections of future inflows of FMGs

are vastly inaccurate and normal market forces will result in a decline

in FMGs in this country.

One set of forces operating in this direction is the specialty

boards which are concerned with certification of competence of persons

becoming specialists. Efforts are underway by Residency Review Committees

to curtail the number of residency positions by controlling the number of

residencies. If this occurs, the number of residencies offered will decrease.

Further, if medical schools begin to take greater responsibility for

graduate medical educatf_on, as has been advocated by the AAMC, then the

number of residencies wal also decline if the university medical

schools find that they cannot place their graduates in high quality

residencies. The consequences of these policies, namely, greater control

of residencies by specialty boards and by medical schools, could have

effects on the availability of care similar to the policies which

suggest less reliance 01 FMGs.

Another set of forces operating to decrease the demand for

residencies, hence, for FMGs is that there is great concern with reducing

hospital utilization. Most high user groups currently have hospitalization

coverage; therefore, no large surge of hospital use is expected if some

form of national health insurance is introduced. Further, the emphasis

is on reducing hospital use through the introduction of HMOs and PSROs.

Thus, because residencies need hospital patients, when the hospitals

find the number of patients available decreasing, the number of hospital

r
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residencies will decrease. As increased numbers of USMGs begin to

take residency positions, then a possible decline in hospital utilization

and residencies will find the USMGs beginning to supplant the FMGs

for those fewer residency positions. COffsetting a decrease in demand

for FMGs because of possible lower hospital utilization is the role

that FMGs serve in hos2ital outpatient departments and emergency rooms.

Growth of insurance coverage for ambulatory care may result in an

increased demand for residents to cover these services,)

Thus, it is possible that the increased supplies of USIIGs and

the decreased demand for hospital residencies-as a result of action

by specialty boards, further decreases in hospital utilization, etc.--

will lower the demand for FMGs by hospitals. And those FMGs who are

able to receive such positions will be of higher quality than previously.

B. Slow the Rate of Production of USMGs

The supply of doctors in the U.S. depends not only on the

output of foreign medical schools but also upon the output of U.S.

medical schools. Thus, another means of dealing with'the potentiF0

problems associated with a surplus of doctors would be to decrease

the rate of productior of USMGs as well as decreasing U.S, reliance on

FMGs. During the past decade, capitation grants have been shown to be

an effective means of encouraging increased nilmbers of USMGs. Further,

while existing schools have expanded, new schools have also opened

with the help of federal subsidies. To slow the output of USMGs,

several strategies are possible. A moratorium could be placed on any
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new medical school construction, and existing medical schools could

be discouraged from expanding their enrollment by making federal

support to medical schools not contingent upon continued increases in

student enrollment. C:This is basically the intent of the Rogers Bill

for a renewal of the Health Manpower Act.)

A policy to decrease the rate of production of USMGs goes

contrary to our eArlier issue, namely, to allow greater opportunity

for U.S. citizens to became physicians. With applicants-to-acceptances

running greater than 2:1 it may be difficult to suggest that the

medical profession will not be as agreeable a profession as the applicants

and their parents believe it to be. The medical schools would appear

to be taking the paternalistic view that they are doing these people

a favor by decreasing the opportunities for their sons and daughters

to became physicians.

Even though the number of physicians in relation to the population

will grow, physicians are still needed in many rural and underserved

areas. Although U.S. physicians have not gone to such physician

shortage areas in the past, there would be greater hope that they would

do so as long as their namber3 increase. Holding down the rate of

production of USMGs determines that these rural communities and inner

city locations will not have a physician.

Another aspect of a policy of curtailment of the production of

USMGs is that if the control over this production remains with the

specialty boards or with the medical schools alone and if they are
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able to receive subsidies unrelated to the number, of students they

graduate, then we will have returned to a situation reminiscent of the

1950s and 1960s. Durix:g those periods, decisions on the number and

type of USIIGs was not c:etermined by their need or location, or by

the desire of students to become physicians, but instead by the

policies of the medical schools themselves. Unless some mechanism

is introduced to enable the schools to respond to future shortages and

surpluses Gas well as by type of physician, i.e., specialty, training,

and minority backround), then we will not have learned anything from

our previous experience. The vast sums of money spent on health

manpower training will have merely created a larger establishment which

may not respond to future changes in our needs for (and methods of

producing) health manpower.

C. Other Approaches to Alleviating the Concerns Associated with

a Surplus of Physicians

If the consequences of a surplus are that prices will be

lowered and the availability of care improved, then this has been the

intention of h-Alth manpower policy. Although some professional

organizations may be unhappy with these consequences, it would hardly

be in the interest of society as a whole to change the policy.

If, however: there is 4 strong likelihood that some of the

consequences of a physician surplus, such as unnecessary care, increased

Prices and lower Tiality of services, would in fact occur, then direct

approaches toward alleviating these consequences should be sought.

di 0
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Approaches that merely attempt to decrease the supply of physicians,

such as decreasing reLlance on FMGs and slowing the production of

USMGs, run counter to previous manpower policy, which has been to

increase the number of physicians and to improve their distribution

in the country.

Several approaches should be examined if the concern with a

surplus is with unnecessary care, higher prices, and low quality.

Although these approaches are not specifically directed to FMGs,

they are directed to the causes of the possible undesirable consequences

of physician surpluses.

1. Measures for the Assurance of Quality:

There are various methods to monitor and increase the

quality of physician services. Some methods are more direct while

others are related to the "process" of achieving high quality. Also,

alternative methods will have widely varying effects on the supply of

physicians. An example of a direct approach to quality control is

a. Expanded utilization review programs. If there is a

concern that a surplus of physicians will create their own demand,

then in order to prevent wasteful and unnecessary services, utilization

review and pre-admission certification programs, under third party

reimbursement, could be expanded. These types of programs, which are

slowly being developet, would cause same bureaucratic delays and costs;

there would be physician resentment because of the interference in the

MD- patient relationship and the fear that medical care may become tors

g.
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standardized, leaving little room for innovation and differences in

medical practice. Such review programs would probably result in a

decrease in unnecessary surgeries and hospitalizations, but it would

be difficult to control and hence would have little effect on a

probable :;ncre=se in physician office visits.

b. Periodic examination and re-licensure. Periodic

examination as a basis for re-licensure could be expected to result in

a decrease in the supply of physician services over time. The passing

scores on these examinations, which could apply to FMGs as well as U.S,

MDs, could be increased. Those physicians who would suffer most by

such re-examination (and consequently their patients who would have

less access to care than they currently do) would be the older physicians,

probably in primary practice and most likely working in physician

shortage areas. To imDrove the chances of passing the exam, a physician

would probably take continuing education courses. Increased attendance

at such courses would decrease the time that is available for patient

care services and hence would result in a decrease in the supply of

such services as well.

If it appears that a significant number of physicians

would not pass the exam, then limited licenses (by task) could be

issued. Rather than acknowledging only one level of passing, the

examination could recognize different levels of ability and training

and acknowledge this by providing limited licenses to practice. Tf

this should occur, there would be a smaller decrease in the supply of
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physician services than if only one level of passing, raised over time,

were applied.

2. Alternatives to Fee-for-Service Reimbursement:

It is only under a fee-for-service system that the incentive

exists to provide unnecessary services. And when such services are

reimbursed by a third party, the patient has little incentive Cand

information) to discourage such use. One policy option that would

attempt to correct this problem would be to encourage alternative

methods of physician reimbursement. An example of such an alternative

would be capitation payments for just physician services, and also

capitation payments for all medical services, such as exists under

prepaid group practices and HMOs. These different payment systems would

provide different incentives to physicians, incentives which would have

the opposite effect of a fee-for-service system.

The establishment of such alternative payments and delivery

systems takes time, and patients may not be aware of the costs,

quality, benefits, etc. under such different systems. Therefore, it

might also be worthwhile to provide greater consumer information to

enable them Cor the purchasers on their behalf, e.g., unions and companies)

to make improved choices.

These competitive pressures from other payment sources,

together with utilization review procedures, might lessen the ability

of providers to create their own demand.
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VI. Concluding Comments

The four concerns that people have expressed with regard to foreign

medical graduates all call for, initially, a reduction in the inflow and

retention of FMGs in this country. However, on closer analysis, an arbitrary

reduction in FMGs alone does not appear to be the solution to any of the

concerns expressed, nor is it even realistic. Further, the differential

effects of a reduction in FMGs on the population they serve may more than

outweigh any benefits from such arbitrary reductions.

With regard to the issue of International Equity, less developed

countries that are losing FMGs are not compensated for their losses if the

U.S. limits FMG immigration and some of the FMGs then go to other developed

countries. (If a restrictive FMG immigration policy by the U.S. is to be

helpful to the losing country, then the other developed countries would

also have to have similar restrictive policies.) The U.S. (and other

developed countries) clearly benefit since they save the subsidy that would

be required to produce an equivalent number of physicians themselves.

Ideally, the losing country should be reimbursed for its costs; however,

it is difficult to estimate what those costs really are, who should reimburse

the losing country, and how to bring such an optimum solution about. The

most direct way would be for the losing country to collect reimbursement

from the emigrating Fn. Failing that, what can the U.S. do to assist the

losing country?

Given the limits and nature of U.S. immigration policy, the U.S. should

not discriminate with respect to who is brought into the U.S. to solve U.S.

health manpower problems; it should at least be neutral in the typ(;

immigrants it tries to attract. Changing the occupational prefereno2
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category so that FMGs are no longer given preferential immigration visas

would achieve the goal of neutrality. Similarly, the U.S. should stick

to the intent of the Exchange Visitor Program, which is to assist other

countries, and not use it for their own benefit. Therefore, changes

should be made _in that program to change the selection process, requiring

the student to leave the U.S. for several years and to offer training to

that student which is relevant to his own country's needs.

Beyond the above proposals, suggestions arbitrarily to limit the

number of FMGs (quotas, immigration law changes, limits on residencies,

etc.) do not necessarily help the losing country if the FMG goes to another

developed country. But who in the U.S. would lose these benefits? The

states are affected differentially. Certain states depend on FMGs a great

deal more than others. Tlio state mental hospitals would be hard hit, ancl

those individuals who receive care from FMGs, presuffab17/ the underserved

and those with low incomes. To replace these benefits by producing our

own physicians would take a long time and cost an enormous amount of money--and

even then it is not clear that U.S. graduates would go to those places and

serve those people currently being served by FMGs.

With regard to the Quality issue, the available empirical evidence

shows that FMGs on the average do not perform as well as USNGs on tests or

in residencies and that they also take more of their residencies in

unaffiliated hospitals. Quality proposals which merely limit the availa-

bility of residencies to FMGs often do not differentiate among FMGs. The

quality of the FMG is quite heterogeneous. Further, quality measures that

decrease the availability of residencies to FMGs (e.g., raising passing
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scores, doing away with unaffiliated residencies) have some "costs"

associated with them, namely, that the population receiving its

source of prirary care from FMGs will suffer a decrease in the

availability of that care. On the other hand, measures to upgrade

the residency programs or to offer limited licenses (by tasks)

result in much smaller decreases in czre to the population served by

FMGs. The Quality issue, although an important concern with regard

to FMGs, is also impor:ant for all physicians and therefore, should

be handled in a similar fashion for U.S. physicians. Thus,

consideration should also be given to periodic re-examination and

limited licensure for all less qualified physicians and not just

for FMGs.

The unsatisfied demand for a medical education by U.S. citizens

and the presence of a large number of FMGs in this country appear,

at first, to be related. However, an excess demand for medical education

existed before FMGs entered in :large numbers and would exist even if

entry of FMGs were restricted. The entry of FMGs did, however,

pr 'v;' a relatively quick response Cat a low cost to the U.S. taxpayer)

t _Lsing demands for physician services during the 1960s. They

hL ?ed to ease a manpcwer shortage in this country, but they did not

decrease U.S. medical school output. If the U.S. had not been able

to rely on the FMG during this period, there miOt have been a serious

re-examination of the methods by which physician services are provided.

If methods exist that can increase physician productivity, and thus
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increase the supply of physician services (without any reduction in

cuialJ,ty), then these methods should be examined. It should not be

necessary to institute a crisis of health manpower by eliminating

FMGs to bring about desirable change.

Two basic strategies could be considered to decrease the

unsatisfied demand for a medical education. The first approach would

be an increase in the redical educational opportunities available

to U.S. citizens. If this were achieved by an expansion of medical

school capacity, then it would take many years to achieve and would

be enormously expensive. This approach, therefore, does not appear

to be a politically realistic solution to the problem of unsatisfied

demand for a medical education. A partial solution would be to

encourage and assist U.S. students studying overseas and then to re,

integrate than into U.S. medical schools.

An entirely different approach to the problem of excess demand

for a medical education is to decrease this demand by raising tuition

so that tuition represents a greater portion of the costs of education.

Currently, medical students come substantially from the highest income

families...in the U.S. End upon graduation they became part of the highest

income profession. Unless the medical student is willing to provide

services in a shortage area, why should he or she be given such large

subsidies while in school? In order to make it possible for students

from all backgrounds to attend medical school, loan and service programs

would have to become an integral part of any policy which seeks to have

tuition cover a greater part of the educational costs.

r to



M regards the issue of a physician surplus, a distinction

should be made between an increase in the number of physicians

and the consequences of certain forms of competitive behavior. The

effects of these are not the same. Presumably it is the undesirable

consequences of certain forms of competitive behavior, e.g., provision

of unnecessary care, that we would like to prevent.

The consequences of increased competition among physicians will

not be alleviated by decreasing the number of FMGs in the U.S. There

are physician shortage areas and some people still do not have sufficient

access to medical care. Decreasing the availability of care because

of a fear that physicians will prescribe unnecessarily is a poor solution.

Utilization review and alternatives to the fee-for-service system

(e.g., HMOs) would be more direct solutions to this type of concern.

The purpose of this paper has not been to present an exhaustive

list of policy options. Instead, it has been an attempt to clarify

the debate on FMGs, first by explaining the basic concerns in this area,

and second, for each concern, by discussing a limited number of options.

However, it is possible to go one step further. Each policy option

not only will have an effect on the issue to which it is directed, but

in addition, it will likely affect one or more of the other issues.

Therefore, a summary table is provided to indicate the inter- relationship

of each policy option on each of the four major issues. (Just the basic

inter-relationships have been shown and not all the subtleties and

complexities of the various options and issues.)
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Hopefully, the inter-relationship of issues and options will clarify

both the true concerns of different proponents of public policy and

the relevant options and their consequences.

(There should be an additional column to this table which would

be labeled "The Effect on the U.S. Health Care System ". However, there

is insufficient evidence to judge the impact of the various policy

options on this area.)

Examination of the table suggests that certain policy options

will have strong positive effects Cin the same direction) for more than

one issue. For example, changes in immigration policy and in the

Exchange Visitor Program will improve international equity C4.) and also

be favored by those for wham the surplus of physicians is an issue C+).

Similarly, a decrease in the number of residencies available to FMGs

may have minimal effect, if any, on the international equity issue (they

may go to another developed country), but we would expect it to be favored

by those groups and organizations interested in the Quality, Sons and

Daughters and Physician Surplus issues: ( +) for all three.

In addition to summarizing the effects of the various policy options,

the summary table (if correct) can be useful for indicating the consistency

toward certain policy options by proponents for a particular issue. For

example, if someone is concerned with the issue of quality, then the ef-

fect of options to increase quality would be favored, presumably, regardless

of its effect on other issues. However, if proponents of quality are

interested only in those quality options that result in improvements,



Summary of FMC Issues and Consequences of Different Options

OPTIONS ISSUES

International Surplus of
Equity Quality "Sons & Daughters" Physicians

Equity:

1. Changes in
Immigration Policy

2. Changes in Exchnng
Visitor Program

3. Establish Regional
(or Hemispheric)
Training Centers

4. Decrease the Number
of Residencies
Available to FnGs

Quality:

1. Elimination of
Residencies in
Unaffiliated
Hospitals

2. Upgrading the
Residency
Program

3. Improved Testing
and Higher Test
Scores

4. Limited 1/censure

Sons and Daughters:

1. Expand U.S.
Medical School
Capacity

2. Increase Overseas
Medical Education
Opportunities

3. Decrease the Demand
for U.S. Medical
Education

Surplus of Physicians:

1. Decrease U.S.
Reliance on the
FMG .

2. Slow the Rate
of Production
of USMGs

3. Other Approaches
for Alleviating
the Concerns
Associated with
a Surplus of
Physicians +4-

A plus (+) indicates Cult n policy wialtollviatc the cmwerl associated with

a particulrr issue. A minus (-) mpTc!,L:, that the option wit.) Lund to

result in even greater concern by (h moillcents of J'ovle, e.g., an

expansion in medical schwa capacity 1,:11 rouse cvc1 concern than

previously for those for whom the physic ian nurpin i, vn nnitiple

Nip
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for example, in the physician surplus issue, teen perhaps the real issue

is not one of quality but is instead, of the reduction of the number of

physicians.

Another use of 7he table is that it indicates those policy options

which would tend to have more support Chence be less controversial)

among the proponents for each of the different issues. For example,

changes in the Exchange Visitor Program will be favored by proponents

of at least three issues (International Equity, Sons and Daughters,

and Physician Surplus). Similarly, those policy options (e.g., increasing

medical school capaci7y) which tend to improve the position of the

proponents of one issue (e.g., Sons and Daughters) while worsening the

position of the proponents of a different issue (e.g., Physician Surplus)

will tend to be more controversial. Based upon the above table, improve-

rents in International Equity can best be achieved (from among those op-

tions listed) by changes in the immigration (occupational preference

categories) and Exchange Visitor Programs. These options would also

receive support by proponents of other issues. None of the other

options discussed would have any large effect on improving the welfare

of the countries losing FMGs.

The effect of several Quality options on international equity is

uncertain (?). If such measures result in the FMGs remaining in their

home country then there would be a positive (+) effect. If, however,

the increased quality standards result in the U.S. attracting only the

highest quality FMGs, then the effect on international equity would

U SO
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be negative (-).

Only one of the Quality options would be controversial. Proponents

of the Physician Surp1us issue might believe that limited (by task)

licensure might result in an increase in the supply of physician services,

hence increased competition in that market. This could occur if persons

not currently supplying physician services, e.g., physician assistants,

are brought into the ?ool of those supplying such services.

The greatest potential conflict between proponents of different

issues occurs under -nose options that either attempt to increase edu-

cational opportunities for U.S. citizens and/or slow the rate of

production of U.S. medical schools. However, both of these issues

(the Sons and Daughters and the Physician Surplus), and the options

proposed, are basically unrelated to the FMGs.52

The FMG has beet used by the U.S. to alleviate a physician

"shortage" problem during the 1960s. FMGs were a quick and low-cost

(to the U.S. taxpayer) approach to alleviating this situation. However,

the FMG did not take away opportunities for U.S. citizens co become

physicians--the available opportunities are a result of the interaction

between medical schools and to way they are financed.

With all due respect to the complexity of the issues surrounding

FMGs, I would like tc suggest that the basic concern with FMGs is neither

the FNIG nor a concern with the FMG's country. Instead, it is a result of

a basic disagreement among those who hold different opinions regarding what

the available supply of physician services should be in this country.

Geo
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