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The Research DigestSeries is published by the National Center for Health
Services Research ( SR) to provide overviews of significaflt rescarch
supported by NCHSR. The series describes cither ongoing or eompleted

" projects dirccted toward high priority health services problems. Issues are
prepared by the principal investigators performing the rescarch, in collabora- -

tion with NCHSR stafl. Digests are intended for an interdisciplinary
aydience of heglth services planners, adminstrators, legislators, and others
who make decisions on research applications. B
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This Digest is 2 summary of the principal policy implications from ;Medical‘,

Education Financing: Policy Analyses and Options for the 1980s, com-

. pichcnsivc pelicy analyses of options for financing both undergraduate and

‘graduate medical education. Five general classes of options are cvaluated:
reimbursement reforms, loan pregrams, scholarship programs, institutional
support, and nonfederal govegnm ntal programs. This report also provides
background information onithe structure; organization and financing of the
medical education system; thc National Health Servite Corps; the history
of federal lcgisl:'ttiOn affecting medical education; and econometric studics
of the relationship between physicians’ earnings and specialty and location
decisions. The evaluations are based on thorough reviews of existing research
and the application of theoretical and empirical analyses to new data.
Implications for an overall policy strategy for medical education financing
are offered. The authors conclude that changes in the system of reimburse-
ment' for health services would, have the greatest potential for altering

>

physician distribution and affecting the medical educatjon system. However; |

because the reimbursement system js - complex and” changes in it would

* probably not occur in the immediate future, re€ommendations are made on

a number of options for the direct financing of medical and graduate medi-

wal education. . o
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Among the key health policy issues for the coming decade dte the maldis-
» tribution of physicians by specialty and location, the pending aggregate
' surplus of physiciahs, and the rising costs of medical cducation and medical
care delivery. An important component of any strategy for dealing with “
these Issues will he the methods chosén to finance both{‘undcrgraduatc ar(d
gradunte medical cucation. I order to contribute to the formation of a
medical education financing boljcy, the National Center for Health Sery-
ices Research (NCHSR) has supported analyses of alternative ﬁnanc,itg
: options. . ' . U
o This issue of the Research Digest Seriss sumpmarizes the principal pBlicy
A4 implications of a forthcorhjng book, Medical Education Financing: Policy -
Anixly-xcs and Options for the 1980s. This book, which is the outgrowth of '
‘an carlier NCHSR sponsored report to the Graduate Medical Education ~ \
National Advisory Comr'nittdcv (GMENAC), evaluates five broad classes :
of financing options: reimbursement for, patient care. services, Joan pro-
grams, scholarship programs, institutional support for medical schools and
* teaching hospitals, and state and local government programs. Particular
attention is given to each option’s probable consequences for health costs
- and physician supply and distribution. Although the poor quality of data
o and the complexity of the education process hamper . rigorous quantitative « .
analyses, the: book provides a useful compendium of existing data and '
information, and their implications for financing policy choices. Wide dis-
 semination of this study and its findings Is particularly timely hecause of
the 'forthc'omin_g Congressional debatg over the renewal of the Health
- Professions Educational Assistance Act of 1976. . A
The National Center for, Health Services Research has lotig considered _
studies of health manpower supply, didtribution, and financing to be amogg - {
~ lts priofity areas. Research sypport for GMENAC s but one txample of
- this- commitment. We look forward to the continued contribution of
" NCH'SR to health manpower research. _- : N

'Gerald Rosenthal, Ph.D,
_ - ‘ Director o
o - - . October, 1979. . °
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" Introduction . - ,

*

o« N

. 1

-, The Health Professions Educational Assjstance Act of -1976_ will require

- Congressional reautharization in 1980, Preliminary Congressional hearings,
due to begin in the fall of 1979, will provide an explicit and highly visible
forum for the debate over financing medical education. Among other con-
cerns, this debate will focus on the following key issues:

.

. M 1] "'. . .
Should the federal government continue to grant unrestricted sub-

sidies for medical education? L B

Are scholarship and loan programs needed for medical students?
What are the roles of scholarships with service obligations and" loans
with forgiveness options?
How much of the ¢ t of medical education should be borne. by
medical students? T : ' :
What kinds of grants’should be made to medical schools and teach-
ing hospitals? i o

Should capitation grants.be continued, and in what form?

What is“the role of state and local governments in medical education
financing? - ’ vt

4

How does the system of third-party reimbursement for patient care

services influence medical education financing and the attainment of
health manpower supply and distribution goals?

The policy objectives underlying these issues will be much- like those of

R

the 1976 Act, in which Congress declared that there 'Was no longer: an'

insufficient number of physicians and surgean¥ In the United States. Rather,
it found that .. . there are many areas in the United States which are
unable. to attradt adequate numbers of health profgssions - personnel to

\. meet their needs; and physician, specialization has resulted in “inadequate -

"\ numbers of physicians engaged in the delivery of pr_iniary care,”! This view
was reiterated and reemphasized in 1978 by Joseph R, Califano, Jr., then
Secretary of Health, Education, and Welfare: ¢ _ ' '

-

The first tenet of national policy jin the health professions area is -

this; Qverall we face in the next decade an over-supply of doctors;
unless 'we change direction we will seriously aggravate the over-supply

{

by the end of this centary,  © | . —

v
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‘ . The second tenet of national policy is that we are producing too
many medical specialists and sub-specialists—such as surgcons—and
- primary-care physicians. ~
The third tenet of national policy in ) the hcalth professions area is
this:, The doctors we do have are seriously maldistributed in geo-
graphic terms.”

Thus, physicians’ spccxalty and’ location distribution continue to be-

principal foci of health manpower policy. Perceptioris about the aggregate
supply of physxcnns, however; appear to have continued their shift: short-
age in the 1950s and 60s, sufficiency,in 1976, and surplus in the 1980s.
Converging with these istues arc the goals of reducing the overall cost of
“medicf care and the hxgh rates of increase of medical care expenditures
and prices. The data on cxpcndnturc and price increases fre so stnkmg that

cqtmmng medical care costs has become one of the most important health |

policy objectives” of the late 1970s. One inevitable result of this shift is a
’ .reexamination of both federal ahd state support for medical education—
.. the nature and amount of that support and the returns to the public’s
investment. S
P his Rescarch Digest swmmarizes the policy implications of recently
completed analjses of options for financing medical education. Five basic
sets of options were explored: third-party reimbursement, loan programs,
scholarship programs, institutional support for medical schools and teaching
hospitals, and state and_local’ programs. The policy’ implications reported
below are based on a thorough review of the literature, analysis and ex-
amination of existing data-on current financing prbgrams and medical
schools’ and teaching hospitals’ finances, and the application of egonomic
theory to certain aspects of the training process.
There are scveral 1mportant limitations to these analyses. First, no
attempt was made to determine optimal values for key policy variables.
. Questions such as low many physicians should we have, how should
physicians be distributed, how much should mct‘xcal education cost, or
who should pay for medical education reflect nofmative issues which require
both value judgments about\the importance of medical care as well as
, . - technical information about the contribution of physicians and medical
\carc to im rovcd health and well being. '
Sccond/rt)ho analyses were limited by existing data and rcscarch relevant
to the issues under investigation. Unfortunately, much of this research has
been hampered by severe Uata problems. Disaggregated information \s
cxtrcmcly hard to obtain on physncxans and medical students’ financial

status, and medical schools’ and teaching hospitals’ revenues and expefi3es. -

Without such data, the results of cmpmcal mcarch on how these actors
might respond to variations in financial i ives must be considered

e 8y -

N

there is a corresponding and disturbing decline in the proportion of



tative assemments of the directions of* possible effects rather Ahan firm
_ quantitative estimates.

~ Finally, there may be numcroqs nonﬁnanual pohcxca which could be
important components of any strategy to meet Yregel social objectives for
physician supply and distribution, medical education costs, and medical
care costs. These mlght inclyde curriculum reform, orgénizational restruc-
turing of the medical ‘college-teaching hospital relationship, increased
publit (federal and/or state) regulation of both the medical education
and medical care delivery systems, and shifts in medical colleges’ admis-
sions policies. Consideration of thege opnons falls outside the scope of
these analyscs ’

tentative at best. In most cases, therefore, we must be contcn;\xg quali-
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Implications for medical education
ﬂnanclng pollcy

T

:

1. Reimbursement for patient care fervices’

Payments made for patient care services can influence the mcdlcal cduca~
tion system in two ways. First, teaching hospitals and medical schools rely
on funds generated from treating patients to pay for major portions of
their educational activities, Ms a result, the structure of payment levels among
medical specialties, geographic locations, and medical proccdurcs may in-
fluence kcy components of the educational process: thé number, specialty
mix, and geographic location of residency training programs; the sites at
which training is provided; the specialty mix of medical school faculty; -
and the types of clinical training offered undergraduate medical students.

Second, reimbursement influences practicing physiciar§’ carnings in dif-
ferent specialties, locations, and practice settings. If medical stad¢nts’ and
recently graduated physicians’ career choices are sensitive - toy variations in
financial incentives, then reimbursement also influences the kKind of educa-
“tion which students will seek. '

Unfortunately,  incentives embodied in the existing payment system
appear to be inconsistent with the broad goals set for the supply and dis-
tribution of physxcxans Physicians’ incomes and fees tend to be higher and
work-loads lighter' in nonprimary care specialties and adequately,_served

geographic locations. Furthermore, usual- -customary-reasonable payment sys- -

tems tend to perpetuate such differences. Teaching hospitals find it casier
to finance residency programs in specialties which concentrate on inpatient
rather than ambulatory care. (This also corvesponds to the pattern of

N

service demand supported by existing insurance coverage). Medical schools’

. haye an incentive to hire faculty in nonprimary care spccnltncs because of

their ability to generate revenues through medical service plans, Finally,

the public medical care financing programs (Medicare and Medicaid)
create an incentive for providersto prefer patients covered by private in-
surance, which offers more generous reimbursement.

Reform of the reimburserent system, therefore, is probably the most
powerful of all the financing. options considered. chmbumcmcnt provides

substantial revenues to both medical schools ghd teaching hospitals, influ- .

ences future physicians’ career decisions throyigh its effects on physicians™
phys g physician

-’
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carnings and, perhaps most importantly, affects the quantity and mix of

fervices provided by currently practicing _physicians. These effects occur

on a continuous basis and touch all physicians and medical care institutions, -

‘1ot just those éngaged in training physicians. Thus; changes in payment
. . . Loy R ;

methods can have an immediate and dircet effect onl the delivery of serv-

wces as well as a long-run impact through shifts in the medical education
system. ’
There are four major arcas of potential reimbursement reform: (1)

patients’” cost-sharing provisions {cbinsurance rates and deductibles) in’

ambulatory and Inpatient care settings; (2) relative [ce Igvels among

L.

gedical procedures, geographic areas, and medical specialties; (?3‘) methods
of paying hospitals—=gd the accompanying requirements to  distinguish
between education n:dl\mticm care activities; and (4) the multiplicity of
payment methods, plans,\and coverage.

I{ training primary care physicians is to be cmphasized, then reimburse-
ment for-ambulatory medical care scrvices should be provided on a more
tqual footing with that for inpatient care. If cost were not a concern, this
goal could be accomplished in three ways: expanding coverage for ambu-
latory services, reducing coinsurance and deductible provisions [or ambula-
tory care, or paying for all services on a reasonable cost rather than fee
or charge basis. Under these conditions, payment for ambulatory care
would mirror that for inpatient care. '];hésc options, however, are likely to
be very costly, and thus are neither desirable nor politically feasible.

The alternatives are to introduce greater patient cost-shz{ring for in-
patient care, and to reimburse hospitals for services provided rather than
for the costs of inputs employed. Arguments against cost-sharing frequently
focus on the potential burden imposed on lower income familics. Public
subsidies for the poor or medically indigent coupled with upper limits, on
other patients’ out-of-pocket paymenis can solve this problem. Imposing
a morc cven degree of cost-sharing for all services should also make patients
more  cost-conscious in choosing among alternative treatment options.
(Changing the method of hospital payment is discussed below).

The secoud area of potential reform is physician reimbursement. Existing
disparitics in fee levels encourage the delivery of nonprimary care servicks,
entry into nonprimary medical specialties, and choice of adequately served
practice locagions. These disparitics should be recluced or eliminated. Simply
raising fees for less generously reimbursed services, -specialtics, and areas
would accomplish this objective in the short run, but probably at an un-
acceptably Righ cost. Furthermore, the desired balance améng fces might
quickly erod€ becayde the prcdominanﬂ} usuyl-customary-reasonable method
of paying physicians places*few constraints on what physicians can charge
for their services, Thus, reform in this area should have two romponents:
replacing usual-customary-reasonable type reimbursement systems with fixed-

i : 1 -
L

2

~_l:lk\‘l)l(: . Y g - . . . )



{ee schedules, and using fee schedules to gradually realign relative fees so

that they are consistent with objectives for the supply and distribution of

both medical care services and physicians. In order to be cquitablg, fee

“schedules should be developed through negotiations among physiciaus, in-

' surers, and public representatives. Cost containment objectives could be

maintained hy allowing relatively, lower_fees to increase more rapidly than

high fees, with the different rates of growth selected in order to attain a
predetermined increase in overall expenditures for physicians’ services.

A third set of implications concerns methads of reimbursing teaching
hospitals for residents” and teaching physicians’ activities. Several issues are
involved. Are residents’ stipends and teaching physicians’ salaries educational

' cxpenses, and therelore, not reimbursable from patient care {funds? How can
teaching physicians’ alleged practice of submitting bills for services actually
provided by residents be discouraged? Similarly, if teaching physicians re- -
ceive a salary and submit bylls for services provided to patients, how can
the potential for double payment be eliminated? .

£

A}

These issues are primarily the result of the reasonable cost method of N

reimburjing hosf)imls coupled with Medicare’s dual approach to paying
hospitals and phystcians. The {ormer requires distinguishing patient care
costs from rescarch and education costs, while the latter requires physicians
to separate their profc*\qxonal {rom their hospital services.- Regulatory ap-
proaches which attempt to apply these distinctions and impose further
e definitions of teaching physicians, teathing patients, and preexisting ph)sl-
% cian-patient relationship are inevitably arbitrary, and thus unfair, confusing,
and unadministrable. This dilemma  arises because reasonable cost re- -
imbursement and the dual approach to paying for hospitals’ and physi-
cians’ services are inconsistent with institutionad and technical realities. Many
. hospital outputs are intrinsically joint products provided by the hospital’s
stafl, including non-salaried physicians. - :
These issucs can be dealt with by, altering hospital payment meghods
rather than dcvix.mg and attcmpting to enforce more detailed 1cgulnuons
The basic problem is that reasonable cost reimbursement involves third-
party payers in hospitals” intcrpal labor and management decisions, since
insurers must ultimately determine what is a patient care cost and whether
it is reimbursable. These artificially created problems can be climinated by -
paying hospitals in the same way that physicians and, indeed, almost all
other producers of goods and services arc paid—on the basis of the outputs
provided rather than the cost of inputs employed.

There are three possible output oriented .approaches which might be
considercd. Probably the most clficient would be & system of unified charges-
for cach admission or patient stay.' In order to account for variations in-
case mix, charges might vary by primary diagnosis, age, sex, and the pres-
ence of multiple conditions. The hospital would then submit a single charge,

0(' ‘ L : 12
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. bBased on the ebove {actors for example, which would -gover all of thas -
specific services, including physicians’ services, provided 5,6‘ the patient, Al-
» though some individual cases would undoubtedly be more costly than the
---------- permitted - charge; these revemue losses shiguld be niade up by cases which
are less costly. The primary objective is to balance costs and charges in the”
“aggregate, not for every individual case: ‘ '

A sccond'agvgnt‘ngc af‘;’thl\-";h[z;mgch is that the question of h‘ow(to.,pay .
teaching physicians i{nd rosiden® ‘would not arise as an isspe of public . "
‘concern. These matters would now be entirely internal to the hospital and-
itg staff.~In fact, hospitals and physicians should: be - permitted maximum .-
flexibility to develop internal labpr arrargements best suited to their partie-
ular situations. For exaniple, physicians could receive either salaries or fees
- for individual services provided in the hospital. Existing arrafigements need
. not-chafige; the atity diference is that thie hospital rather than an ihswrer
. would serve as fiscal intermediary for the physician. T

3

A sccond output based hilling option would separate all physicians’
charges from hospitals’ charges. Under this system, the services provided to
a patient by all physicians, 'including residents, would be identified and ;
billed for separately. If more than one physician is involved in a patiept’s "
care, then primary and secondary fags could be applied, in’ much the same
way that they are used to pay surgeons in multi-physician-operative proce-
dures. Although more tumbersome than a unified billing approach, dual
billing would permit physicians the same degree of independence as under v
the existing system. From an administrative point of view, however, the key - \
characteristic of this approach s that it would gencrate a complete account-
ing df services provided by residents and teaching physicians. - .
The third possibility is prospective or,fixed budgeting which determines ex
. ante what hospitals’ revenues will by This approach cncompasses a wide
. range of alternative procedures. For cxample, relevant parameters of these ¢
programs include: whether the system is voluntary or mandatory; formula e
versus budget review ;*the types of insurers covered; the payment unit (total®
hospital budget, capitation, admission, days,*specific service); the method
“used for grouping hospitals when computing formulac: ‘and the nature_bf
the negotiation process for budget review programs. Thus the likely effects
of prospective budgeting depend on the detailed specifications of the method
used. Whatever approach is used, however, govermment inevitably would
became involved in hospitals” internal management.

»

The final policy implication from the gnalysis of reimbursement and
. medical education financing concerns the multiplicity okgxisting insurance
7 and seimbirsement. Avrangements. Differences in how much third parties
are willing™to pay for the same service create financial incentives for -
physicians and hospitals not to-treat certain classed'of patients. This phenom-
Rnon is-best exemplified by Medicaid patients’ difficultics in obtaining care

: 7
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from. private providers. Furthermore, to the extent that p:\tiént ca._rc _révc\- _
- nues contribute to medical cdu(imion finansing, they Appear to do so in an
- Inequitable fashion, since only’some third-parties recqgnize educational costs
e ns»-x'?imbm_lrsable» expenses. Therefore, all sugggested reforms should e im'p‘]é-
. mented on x ‘?)ﬂtcxll;m‘fdé basis rather than for only onc or two third-party
payers. . : Ve -
Obviotisly, the potential reforms outlined above would fibt come chily.
« Strong political oEpmi.gion would hie fmounted by groups (providers and
patients) who might suffer ir}comc‘rr luctichs, reduced access, or higher
Ncadts. Codt containment considerations ‘limix'thc_.cxt_cnt to which financial’
rewards can be increased for desired attivities without (‘cmstraihingfpz‘é:
ments for otherractivities. In addition, the ﬁ:xgmcnltr(l natur®&ol the e:’?daﬁiﬁg""\;
“insurance system poses significant administratjive and legislative barriers to

[y

. - reform. From this perspective, praspects for marked changes in the hear
future appear problematic. Thus, thé medical education financing ‘implica-
tions of reimbursement r2form should be tredted as input to the broader
debate over wedical care delivery, distribytion, and cost. Whin, and if
meaningful chaiges occur, efforts should be made to reconcile the ‘contra-
dictions between current reimbursement indentives and explicit objectives
for physicians’ sypply, distribution and edudation. {

2, Loans and scholarships®

Loans and scholarshi}.m are a major component of financing for nfedical
students. Since passage of the Health Professions Educational Assistance
Act of 1963, total loan funds have increased from just over $4 illion to
more than $126 million for the 1977-78 academic year,. More than half of.
all medical student§ have received loans in.recent years, ompared to about
20 percent in 1963, Similarly, scholarship funds have grown from roughly
$3 million in 1963 to almost $80 million in 1978, S]ig};tly more than 40
percent of medical students now reccive some form of scholarship aid, com-
pared with only 16 percent in 1963, i -
d - Although loans and scholarships appear to be #wo distinct financing
~options, they are in fact closely related. Both are members of a general class
of financing instruments which transfer funds directly to medical ‘students
- or residents. "The specific characteristics of a particular loan or scholarship
{depend on the valyes of the following parameters: the cffcctive rate of
interest, the effective amount of subsidy, repayment schedules, maximum
amounts per year and per person, default penalties, and forgiveness optiens
ar scrvice obligationy,. . i
. Several types of loans and scholarships were investigated: subsidized .
. ""“loans, neutral loans, foans with forgiveness options, income-iptingent
loans, and scholarships with and without service obligations. The primary

. _ tq
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focus in analyzing cach “option was its eflect on the net present value of
income associated with alternative carcer choices.® Loans and’scholarships
increase net present value by granting funds during the t'raining'pcriod_. Any .
monetary repaym¢nts made alter training is completed reduce net present
value. If the current value of loan or scholarship hywards just equal the
current value of future Jfepaymehts, then thcrc%changc N net present
7 valye and the lom o scholarship’ dqes not -atfect carcer choice.” This is
-+ referred to as an - conomucally neutral financing option.~1f, on the other
hand, the current vitlues of awards and repayments are uncqual, then the
option cither grants a‘subsidy (awards exceed repayments) or imposes a
findncial penalty. The «ultimate impact on carcer choices dé.;’)cnds-dn the
pattern df subsidies and penaltics associated with different loans and schol-
arships, and the sensitivity of career choices to financial incentivés.

Medical students have received extensive: tngestricted subsidies through
scholarships without obligations, grants of unrestricted funds to’ medical
schools, sand the availability of loans with implicit subsidies. There was” - /)
little evidence that unréstricted subsidies either Lﬁduce specialty ‘and logation
decisions to be more consistent with public goals or increase equity of access
by poor and minority students to medical careers. Given that physicians can_
expect to carn very high incomes, that’the number of qualified applicants
for Hiedical tfaining greatly exceeds the number of available. places, and
that the f)x'ojcétcd number of physicians is deemed to be adequate, there
appears to be little jl8tification for continued unrestricted support of medical
education. Thus, such aid should be cli_min:"atccl,'préfcrably in{ phases, in
order to allow both educationa) institutions and prospective applicants to
adjust to new circumstandey, . boe

’

Fn the absence of extensive subsidies, the cost of a medical cducation
could become prohibitive for all but the mobt affluent.- This is likely to-occur -
i medical schools choose to-make up for lost subsidics by increasing tuition
rather thatt: for example, cutting,back programs or reducing faculty, size. 1t
is also possible that state and pr'zitc funding would substitute for reduced N
federal support. However,.if the full loss of revenues is '&)mp&g}ﬂlcd for by
tuitions, then they could increase dramatically.

.

»

In order to permit students to finance their education out df future carn-
ings, an echiomically neutral, unsubsidized loan program should be cstab-
lished. This ;)l%grz\txx'shOLxld permit ‘interest rates to reflect prevailing eco-
riotngc conditions and develdp long-term, graduated repayment schedules
which result in repayment of the full present vafue of borrowed funds.
Graduated repayments set parallel with explected increases in a physic‘iap“ 8
searnings lessen repayment burdén " during practice-building ydars. The.
Health Education Assistance Loan program cstablished by the Health Pro-
fessions, Fducationgl Assistance Act of 1976 embodies several of these char-
acteristics and codld be casily modified to permit graduated repayments.

»
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Operation of such a loan progran‘x' appears to be an approp(mtc task for the

federal government because of its absolute advantage, relative te states or
privale organizations, in raising loan funds through conventional capital
" market - activitics. Development of a sel{-finaheing loan program would

climinate the need. for 'a separate system of guaranteed student loans. '

Prospective applicants from low income and/or minority backgrounds
may be less willing to assume large debts if they are uncertain about the
odds of succesfully completing medical tramning. Thus, a scholarship pro-
gram aimed at such students can be justified on cquity grounds. The current
scholarship program should® be extended 6" include sophomore medical
students of cxccptxonal financial nged. Because attrition for academic reasons
is extremely low after the second year, scholarships should be limited to
two years duration with an option to switch to loan funds in the third and
fourth years. -

Scholarships'with service obligations and loans with forgiveness provisions
should be continued. The financial subsidies implicit in these programs

prob'\bly influence some students who would not otherwise do so to practice

in undersegved areas (or complete primary care residency training). Al-
though these two options are equivalent in terms of their ithpact on the net
present values of alternative carcers, there'is an important administrative
difference. An obligated service scholarship with, severe buy-out penalties is

~&mwuch more binding commitment than a loan with_forgiveness options.

Thus, scholarships provide greater ccnainl}' as to the number of future
physicians who will be available to serve in the National Health Service
Corps or other federal programs cligible to receive scholarship students.
Loans, on the other hand, arc mor¢ voluntary and give studexits greater
flexibility | n makmg their carcer defisions. How the balance is struck be-
tween these two mechanisms reqiires a political judgment.

Another point to emphasize is that in the absence of unrestricted funding
options, obligated service scholarshxps and loans with forgiveness options will
be most attractive to students with large financial burdens and/or inade-
quate financial resources. Thus, the amount of unrestricted funds which
are available and the terms of the different loan and scholarship progrm’A,s
will influence both the number and bacquound characteristics of students
willing to enter obligated service arrangements. Whether the balance be-
tween unrestricted and rcstrxo‘cd financing is fair or acccpmblc requires

political judgment. /

3. Institutional support for medical schools and loachlng hospitals*

'Three general types of msmutxoml sapport mechanisms were considered :
capitation grants, income gr.mt.s, and special project grants. Like scholar-
ships and loans given dircctly to students, Jnstitutional support can also

- ’

N
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change net present values associated with alternative carcer choices. For
eXample, if one of the effectd of capitation grants is to keep medical schools’
tuitlons low, then the “financial return to becoming a physician would be

- Jughcr for-all students. Anvther example is the program of psychiatry train-

»

vi],

- ing grants, Which supported faculty and residents i in psychiatry.’

A second and perhaps more important aspect of institutional support
mcthanisms 1s that goyv Crnlllcl'l\bgl\ 'en a stronger voice in influencing the
structure of medical education. Physicians in training and consumers of
medical care are too decentrafzed to articulate clearly their plcfmcnccs for”
change. Furthermore, the existing reimbursement ,system tends to perpetuate
histor 1c(\l4fmtcr'hs of mcdlc.xl education and medical care provision. Thus,

government grants to medical schools and teaching hospntals may be par-

ticular ly important in supporting new .or innovative. programs, and in en-
abling government to express publlc preferences for the number and‘tmds
of physicians to be trained.

From 1965 through 1977, federal funds for tcuchmg and other non-
rescarch activities (excluding recovery of indirect costs) accounted for 7 to
15 percent of medical schools’ revenues. Support for teaching alone reached
a peak @f 13.1 percent in 1968, but has declined steadily since then, nc-
counting for only 5.3 percent of total revenues in 1977, Capifation ‘and

construction grants are the two largest direct support programs. They -

comprised about one third of non-rescarch related federal grants to medical
schools in 1977. Although these funds are not large relative to {ederal
research and state and local appropriations, they nevertheless are an impor-
_tant source of revenucs.

-

¥ Qapitation grants to medical schools were instituted in 1966 to stimulate

expansion in medical education capacity and to providé a stable source of

funds for medteal schools. Thus far, the size of an award has depended on -

the number of students enrolfed in the medical school. (Thcrc have also

.o%  been explicit side conditions for e\pammm in class size and increases in the

v

i3

"¢ generally agreed that the enrollment cxpansion objective has been

‘propdttion of first-year residency positions in primary caxc) It is now

itation has not proved to be a stible funding source, however, betause
of annual fluctuations in actual ob]ngntnok;s and thc uncertain prospects for
continuation.of the program. vl
Three general characteristics of capitation grants"should be emphagized.
The first is that the use of capitation funds has not been restricted in the
past. As such, thef€ awards probably have not directly encouraged physicians
to choose primary care specialtics or underserved area practice locations.
Second, capitation creates a financial incentive to cxpand whatever activity
is built into the capltauon formula. So far, this has been cnrolling under-
graduate medical students. Third, capitation awards need not be limited
to medical schools or tied to medical school enrollment at all, The capitation

T
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mechanisp could, for example, be useql to make grants to teaching hospitals
bascd on the size of their primary care residency programs.

Incéme grants differ from capitation grants in that thejr award is inde-
pgndent of the level of any particular activity within the i'n.f.titutio'n. A pure
income grant would he made solely on the basis of an institution’s engaging

. in medical gducation. For example, every medical school or cvery teaching

/

hospital receives a flat payment. In practice, there are few cases of pure
income grants. (Early capitation grant farmulas included a fixed grant per
medical schaol. ) . ) S

If the use of.funds from income grants is unrestricted, then they subsidize
all of an institution’s activities. Expansion of desired programs thus depends
on the institution’s preferences. Restrictions can be placed on income grants,
but this still Jeads to some subsidy for other activitics through the internal
reallocation of other revenues. Thus, if control of funds’ use is of primary
concern, thére may also have to be ceilings on the amounts of funds from
other sources directed to restricted activities. The more restrictions imposed,
the more the process moves toward detailed budget review.

b -

The difference between special project grants and restricted income grants
is primarily one of degree. The former makes an award for a more narrowly
defined, prespecified project or program within an institution. The latter
would generally be used for a broader range of activities. In reoent years,
special project grants have been used to finance construction of medical
education facilities and ambulatory carc centers, to support family medicine
departments in medical schools and family practice residency training in
teaching hospitals, and tg"develop new curricula and other special programs,
such as rural preceptorships, for medical stydents. Although use of these
funds is predetermined, they also may r;sult‘gn mdirect subsidies for other
activities through internal reallgeations of other reyenucs.

Altering the specialty distribution of future physicians will probably
require changes in both undergraduate and graduate medical education
institutions. Although medical schools cannot control their graduates’ deci-
sions, they are thought to cxert significant {nfluence. Thus, efforts should
continuc to éncourage the development of primary care curricula and inter-
est at the undergraduatg level. The most cfficient and flexible method of
providing financial support forsuch activities would be through a system
of incentive payments to medical schools based on the number of graduates
entering primary care residencies within a specified period of time after
graduation. Special project grants, such as existing primary carc training
grants, could supplemgnt such payments. However, these are more restric-
tive, are less directly tied to students’ actual choices, and involve the granting =
agency in medical schools' internal activities. g

At the graduate level, there iscevidence that specialty-specific subsidies to
teaching hospitals encourage expansion in the numbers of residency positions

18-
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oflered. However, [unding primary care residencies will result in primary
carc making up an increased proportion of all filled positions only if limits
are placed on the expansion of non-primary care training positions and also
1[ grgdgi_mg medical st nfs contipue to show an. interest in cntenng
primary care spcuultlc(zﬂf alysis of the subsidy support for psychiatry
training suggested that simply creating .1ddmonal training positions docs
not riecessarily fill them '

A

o
4. State and lgcal governmant programs" '
Over the last ﬁftecn vears, state and local governments lnvb been the source
ol an inc rc.mngl\ larger share of the fiscal support for medical education, In
1963, they provided more than $88 million to medical schools, which ac-
counted for 14.6 percent of.medical schools’ total revenues. By 1977, the
state and local contribution had grown to $859 million, or 22.1 percent of
schools” revenues. The most important component of this support is appro-
prlations for publically owned medical schools. Additional’ funds are chan-
neled through education grants to private medical schools, direct appropria-
tions to public teaching hospitals, public service grants to private teaching
hospitals, and Medicaid payments. States have also become mcrcasmgly
involved in various types of pr ograms aimed primarily at influencing physi-
cians’ location choices. These programs include loan forgiveness, recruitment
of miedical “students from underserved arcas, preceptorships and clinical
clerkships in underserved arcas, physician placement services, and practice
~start-up subsidics. sy

Given this rather extensive nonfederal /gé\’cmmem involvement,  one
possible policy option is for the federal government to make grants to state
and local governments for the purpose of supporting medical education
and/or influencing physicians’ carcer choices, The basic argument in favor
- of a decentralized system pf using medical education financing as a policy
tool is that states ‘and lacalities are in a better position to identify their

particular shonta&c or malditribution situations, to design programs for

dealing with these problems, and to monitor the performance of. such
efforts. Counterarguments involve possible inconsistencies between federal
- and state/local objectives, problems of monitoring and evaluation from the
federal level, and poqslblc capture of educational financing revenues by
interest groups. .
Most state programs to affect physician distribution offer loan forglvcncss
# exchange for practicing in an under$erved ared for some specified amount
of time. Thus, the predominant approach hkcq by most states Ts. very
similar to federal cfforts. There scems to be considérable variation in stytes’
success rates in inducing physicians to fulfill their service obligations. Al-
though there are no detailed evaluations of why some programs succeed and

19
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rothers fail, several general observations can be madcwFirst, ma¥ states offer
relatively liberal buy-out provisions from their loan forgiveness progeams.
Second, the loan amounts offered and forgiven arc quite low* relative to
physiciany’ net incomes. Thirt, many statggswith loan forgiveness programs
already make. extensive .\ppr()pltﬂ[l()n\ and grants to niedical schools, thus °

indirectly subsidizing medical students thmm,l) low nulmn\ Under these

~conditions, it seems likely that these states’ programs will he of interest

primarily to students .1117.\11\ planuing to locate m areas cligible for loan
forgivtness. . - .
Far a number of reasons, no explicit pdlicy implications are drawn for
the role of states and local comununitics in medical education financing.
First, many of the financing options avatlable to states and logalities affect
institutions and physicians in much the same as federal options, regardless
of what agency controls the funding. Second, adequate study of nonfederal

~programs has not been carried out. In particular, the admmistrative ad-

yantages and disadvantages of decentralization have not been examined
carefully. Third, the advantages of décentralized programs may be cited as
arguments for independent. programs which requirc neither funding nor
direction from the federal govermment. ¥ mally, decentralized programs may
wish to focus directly on provision of medical services, rather than on
attempts to influence the distribution of physicians mdn(‘(ll\ thgough the
mcdlcal education system.

" Available evidence fails to demonstrate whether state and local programs
have been more ar less effective than federal initiatives. In particular, the
charhcteristics of successful local programs nced to be identified, and more
rigorous cvaluations of these programs are needed. Also, limited experimen-
tal or demonstration i)rojcc'tx to explore and cvalnate the feasibility -of

Mecentralizing existing programs way have considerable merit. Tt also scems
that a greater emphasis could be placed on using local agencles to identify
medical care shortages and design powhlc solutions. ,Compouents of the
developing health planning network, v.g., State Health Planning and Devel-
opment Agencices, could play an important role in this process. ,

5. Summary

- ’ 4
Changes in the system of reimbursement for medical services have the
greatest potertial for altering physician supply and distribution. If reim-
burseihiént offers incentives for socially desirable outcomes, separate pro-
giams for influencing the distribution of physicians through the medical
education systemp will be needed only to reinforce progress toward those
goals. To the extent that reimbursement rewards physicians relatively less
for primary care in shortage arcas, financial incentives channeled through
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the system® of medical education ma)@!bc ‘necessary compensatory mecha-
nisms. ' .
Several specific t‘}:im‘})ur.scmcnt reforms were suggested. The ‘(rainingjof
-primary carc physicians and the provision 6f primary care services could be
encauraged by making reimburs®nent for ambulatory and inpaticnt care

. prore comparable. In order to meet cost containment objectives, this should

be done hy ificreasing costsharing on_inpatient care, and converting the
hospltal reimbursement method from reasonable cost to predetermined
charges. Bxcessive financial juadens could be avoided by subsidies for, the
poor and ceilings on out-of-pdcket expenditures f{or other patients. Incen-
. . - A - - - . .

tives for specialty and geographic redistributioh could also be reinforced by

altering rvelative fees for physicians’ services. Again, cost-containment con-

siderations suggest the substitution of negotiated fee schedules for usyal-
~customary-reasonable fee svstems and the gradual realtgnment of fees at
controlled rates. The problems of how 10 pay teaching physicians and
residents and to reimburse educational expenses are best handled by devel-
~oping unified billing systems which combine hospitals’ and physiciang’ serv-
ices fees into a single charge. Paying for tca%hing physicians, house staff,
and cducation then becomes an mternal hospital decision. Finally, equity
considerations suggest that to the extent possible, reimbursement reforms
should be applied to all payers, not just Medicare and Medicaid. .
Loan and scholarship programs should continue to be importz\'nt parts of
the medical education financipg system. However, the predicted aggregate
surplus of physicians suggests that unrestricted subsidies to medical fadents
can no longer be justified. In order to permit students to finance their own

cducation, an economically neutral, self-financing, federal loan progranv

(perhaps o modified version of the current Health Education Assistance
Loan program) should be established. Loans with fofgiycnc_ss options and
scholarships with service obligations should also be continued, since they
can be used to increase financial incentives for choosing plx;-gicinxl—shortagc
practice locations. Scholarships for students of, exceptiynal financial need
should be extended as well in order 1o mprove equity of access to medical
carke:: : _

Unrestricted grants to medical schools*and tc:lchi_ngL hospitalks also scem
to have little justification given curreny policy objectives. Training institu-
tions, however, arc thought to exert a significant inAuence on physicians’
specialty choices. Therefore, restricted institutional support should continuc
to be provided in order to encourage the training of primary care physicians.
One type of grant mechanism which could be used to meet this goal is
incentive payments ta medical schools or teaching hospitals. These payments
could be tied«to the numbers of physicians ¢ntering or completing primary
care residencics. In addition special project grants to support primary care
gaixﬁng programs should be extended.

.
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Altfiotgh, states and lodalitics have been providing an increasing share of
medical cdudgtion tevenues, existing evidence dgeg not warrant a major

. . . 4 . . .
A «redistribution of fcdcrﬁ medical education funds to other levels of govern-
——- - ——ment--Better-exgluatiohs "are. needed of the growing number of nonfederal

redistributing medical care services. s

- Several important caveats to these implic;\tio? should also be reiterated.

First, y litde is known about the exact reMporisiveness to financial incen-

Thus, we cannot say, for example, how large a grant or scholarship would
be required to induce an additional medical student to enter a primary” care
residency. More research with reliable and current data is needed.

. Second, information is extremely limited on exactly how many additional
primary care physicians are needed, on exactly where physicians should/be
redistributed, and on which specialties are producing too many physicians.
These shortcamings make it difficult to determint beforehand the total

“amount of financial incentive needed. Thus, whatever combination of
financial policies is implemented, it is imperative that careful monitoring
and evaluation ef their cffects on students, residents, and institutions be

{  carried out.

. - Third, financial incéntives arc-But one of several classes of policies which
could be uscd to influence the graduagg and undergraduate medical educa-
tion systems.. The growing nctwork o
cics, private educational organizifions (such as the Associatidm of American
Medical Colleges, the Council of Teaching Hospitals, and the Coordinating
Council ou Medical Education), the Department of Health, Education, and

atc and local health planning agen-

Welfare, and state governments can all have major effects on#he structure

and organization gf medical’ education. Potential nonfinancial options in-
clude both voluntary- and mandatory limits, contrels; -oy direct allocations
of educational actjvities. These policies frequently appear to be less costly
than financial options because they do not involve explicit financial transfers
or budgetary outlays. Regulatory approaches nevertheless have their paten-
tial cbsts. These include direct administrative expenses, the intrusion upon

academic freedom, arbitrary and cumbersome regulatory procedures, the . .

cxeation of adversary rather than cooperative relationships, and incorrect
outcomes because of the complexity of the system being regulated.

“The main point is simply that financial and nonfinancial policies should
be treated as complements, not substitutes. The tnability to specify precisely
the parameters and structure of finrancial policy options does not mean that
regulatory policies are casier to develop and implement. Both approaches
should be considered and cach requires the same monitoring and readjust-
ment over time, y

Lastly, these implications® for policy are not radical departures from

- - _&-...:. : - 51__.#‘“. o 9‘\, L Y

progranys which attenmg tg use the niedical education system as a means of

. tives by medical students, residents, medical scho/le, and teaching hospitals.

S
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*. existing financlal programa affecting medical education. This rcflects pri-
‘marlly the belief thatreforming the financing and reimbursement of medical

care service delivery would. ultimately have the greatest impact on the
structure of medical cducation, Reformfing the refmbursement systemy in-
volves considering much mpre.than the impact on medical education,
NMevertheless, an appropriate long-run objective should be to create a
reimbursement system which emphasizes- the cfficient and equitable delivery
of primary care services and a medical éducation system which tralns
physicians to provide such care.

1
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Footnotes
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uU.s, Congrw, Health Pro/emom Educational Assistance Act of 1976,
Pub. L. 94-484, 94th Congress, 2d session, 1976.

Spccch to the Association of American Mcdxcal Collcgcs New Orlcans,
La,, Octobcr 24, 1978.

Frank A. Sloan, “Patient % Reimbursement: Implications for
Medical Education and Physician Distribution,” in Medicdl Education
Financing: Policy Analyses and Options for the 1980s, Jack Hadley
(ed.) (New York: Neale Watson Acadcmxc Publications Inc., 1979).

This is very similar to the unified billing approach recommended by
the Institute of Medicine in 1976, Sec Institute of Medicine, Medicare-
Medicaid Reimbursement-Policies, final report of Contract No.' SSA-
PMB-74-250 with Department of Health, Education, and Welfare
(Washington, D.C.: National Academy of Sciences, 1976), pp. 40-1.

Roger D, Feldman, “Loan Programs and Medical Education Financ-
ing,” and Robert H. Lee, “Scholarship Programs and Medical Educa-
tion Financing,” in Medjcal Education Financing,

This is simply the amount of money in the current year which, if al-
lowed to accrue interest over a physician’s training ancypractxcc years,
would be equivalent to his/her total net income over the entive period.
The advafitage of the net present value concept is that it simplifies the

problem of comparing carcers whose incomes and expenses vary by

year and are unevenly timed.-For example, a general practitioner may
begin to earn a full income within two or three years of graduating
from medical school. Some specialists, on the other hand, do not enter
activg practice until six or seven years after medical school graduation.
Although they eventually eamn hnghcr annual incomes than general

‘practitioners, these thigher carning$ are postponed for several years,

Computing net present values permits an unambiguouys Whmparison of

the financial returns assoclated with alternatiye career choices.

* This statement is strictly true only if there are no capital market im-
~ perfections which discourage privatg lenders from making unsubsidized
. -1oans at gomg /mm;kct rates. If 1mpcrfccuons do ex!st howcver, then
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government provision of unsuhmdi‘zcd loans will obviously influence the
number of students who ¢an consider medical garccra

. Jack Hadley and Mark Levenson, “Institutional Support for Medical

Schools and Teaching Hospitals,” in Medical Education Financing.

Grants to teaching hoapnala for psychiatry training did increase the
net present value of psychiatty tralning, but only by a small amount
relative to changes in psychiatrists’ ecarnings from patient care. See Lee,
“Scholarship Progrims.”

Ibid.

Jack Hadley, “State and LocnllFinhncing Options,” in Medical Edu-
cation Financing.
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cise form than-in the final report. The Research Summary Series is intended for
health services administrators, planners, and other research users who require

recent findings relevant to immediate programs in health services.

(HRA) 77-3182

RAacent Studies In Health Services Research, Vol. 1 (July 1974
through December 1978) (PB 266 460)

(HRA) 773176 Quality of Medioal Care Assessmant Using Qutcome Measures (P8
: 272 A58) }
« (HRA) 773183  Recent Studles In r?allh Services Research, Vol. Il (CY(1976) {PB
279 198)
{PHS) 76-3193  Qptimal Electrocardlocraphy (PB 281 558)
(PHS) 78-3201 A Natignal Proflle of Catastrophlic {liness (PB 287 201)
(PHS8) 78-3187  Criterlon Measures of Nursing Care Quality (PB 287 449)
(PHB) 78-3192  Assaessging the Quallty of Long-Term Care “
(PHS) 79-3230  Per-Case Reimbursement for Medical Care

(PHS) 79-3236

Policy Ro_ut_nrch

-

Nurse Practitioners and Physiclan Asslstants: A Research Agenda.

The Policy Research Seriés describes findings from the research pfogram that -

have major significance for policy- issues of the moment. These papets are
prcpnrcd by membors of the staff of NCHSR or by independent investigators.
The series is intended specifically to inform those in the public and private sec-
tors who must consider, design, and implement policies affecting the delivery of

~ health services.

p
(HRA) 773182  Controlling the Cost of Health Care (PB 266 865)
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Research Reports

upon the completion of the project, Research Reparts arc developed by the principal
investigators who conducted the rescarch, and are directéd to selected sers of health

‘The Research Report Series provides significant research n:pom in -their entirety ‘

services research as part of a continuing NCHSR eﬂoit to cxpcdxlc the disscmination o

“ of new anWledgt resulting from its project support.
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(HRA) 78-3143
(HRA) 77-3182
(HRA) 77-3159

(HRA) 77.3185

(HRA) 773184
(HR{) 77-31088
(HRA) 77-3189
(PHS) 78-3204
(PHS) 79.3210
(PHS) 78-3211
(PHS) 79.3217-1

(PHS) 78-3219

7

© (PHS) 793237

Research Management

»

Computer-Bas&i Patient Monitoring Systems (P8 266 508) .

How Lawyets Handle Medioal Maipractice Casas (HRP 0014313)

An Anatysis of the Southern California Arbltmggn Project, January

1960 through June 1975 {HRP 00124886)

Statutory Proxisions for Binding Arbitration of Medical Malpractice
“Canes (PB 204 409, avallable NTIS only)

1860 and 1970 Spanish Herltage Population of the Southwest by )

Caunty (PB 280 656, available NTIS only)

Demonsatration and: Evaluation of a Total Hospltal Information

System (PB 271 079)

Drug Coverage under Nauonal geal(h insuranoce: The Poliay Op-
tions (PB 272 074)

Experirments In Interviewing Techniques: Flald EXpenmenla In
Health Reporting (PB 276 080, avallable NTIS only) _
Telehealth Handbook: A Guide to Telecommunications
Technplogy for Rural and Neglect Health Care

Emergency Medical Technician Performance Evaluation (PB 285

981)

Evatuation of Child Abyse and Neglect Demonstration Pro]ocla

1974.77, Vols. 1 and 2 ' 5

Needed Research in the Asaassment and Monllorlno of the Quallty
~ of Medical Care (PB 288 B286)

A Cost-Ettective Approach to Carvical Cancer Delection

]

The Research Management Series describes programmatic rather * than
technical aspects of the NCHSR research effort. Information is presented on
the NCHSR goals, research objectives, and priorities; in s\ddmon this serics
contains lists of grants and contracts, and administrative information on fund-
" ing. Publications in this series are intended to bring hasic information on

NCHSR and i

ts programs to research planners, administrators, and others who

are involved with the allocation of research resources.

(PHS) 79-3220
{PHS) 79-3241

Emergency Medical Services Systems Research Projects, 1978
NCHSR Research Prioritles

Research Proceedings

The Retearch

Proceedings Series extends the avaxlablluy of new research an

nounced at key conferences, symposia and seminars sponsored or supported by

NCHSR. In additiom~tq_papers ptesented, publications in this series include

dls(usmom and responses whenever possible. The series xs\:cndcd to help
d

meet the information needs of health services providers and o

crs who require

direct access to concepts and ideas evolving from the cxchangc of rescarch

rcsults

" (HRA) 763138
(HRA) 783150

Q

Women and Their Heaith: Research implications for a New Era (PB
204 389, available NTIS only)
Intermountain Medical Malpractice (PB 268 344, available NTIS only)
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(HRA) 7731564 Advances in Heaith Survey Resocarch Methads (PB 262 230)
(HRA) 77-3181  NCHSR Research Conlerence Report on Consumer Soll-Care In

- Health (PB 273 811) ¢
(HRA) 773186 International Conlerence on Drug and Pharmacoutical Services
e Reimbursement (PB 271 ’386) .

(PHS) 78:3195  Emergency Medical Services: Research Methodology (PB 279 096)

(PHS) 78-3207  Heaith Survey Research Mathods, Second Biennial Conlerence

(PHS) 78:3208  Drug Goverage Under National Health Ingurance

(PHS) 79-3209  Health Sarvices Research In Puerto Rico -

(PHS) 78-3225-1 Emergency Medical Services Research Methodologies -Workshop |

(PHS) 78-3227  Ellects of the Payment Mechanism on the Health Care Dalivery
System )

{PHS) 793228 A National Conlerence on Health Policy. Planning, and Financing
the Future of Health Care for Blacks 4n America

»

Program Solicitations ¢

—

(HRA) 77-3196  Conference Grant Information
(PHS) 78-3224  Qrants for Dissertation Research Support
(PHE) 79-3240  Grants for Research on Quality and Economy of Drug Prescribing

?
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SIBLIQGRAFHIC DATA |1 Repun Na. [ 3 Reepreat's Accensivn No.
IHERT NCRER 79-110
- 4. Tule and Subiatle Y. Kepord Barr
\ Octobar 1979
MEDICAL EDUCATION FINANCING: ISSUBS AND OPTIONS: NCHSR
————— ] —Reesarch Digest- Series o .o - —
. Awthorty o ) ! N Palorming Brpanisaticn Repr,
Jack Hadley (gd:) e
. Pyilorming Urganiaation Name 2od Address V0 Prorec MarlRort Unn Mo, |
The Uxban Inatitute -
210070, Brreet, N.V. N T Contract/rans No.
Washington, DC 20037, :
(Tal.d AC 202/323-1930) | R 239-77-0007
11. Spansaning (Sqamnuon Name and Address 1% Typc ol i-pou & Pecrod
DHEW, PMS, OASH, OMRSY, Nat'l. Center for Health Services Res. |, Covered Digast of F.R.
3100 Mamt-West Highway, Room 7-34  (Pubs, and Info. Br.) - 6/22/717 - 6/30/78 AOA
Hyattaville, MD 20782 4,
{Tel.1 AC 101/436~8970) L
13, g\l"l'!ﬂllﬂl;y Nates )
DHEW Publication No. (PHS) 79-3261. Thie publication ia hbased on book cited in thie
abstracty Jack ajley (ed.), New York: Nesale Wateon A'udm S Pream, Xog., 19729,
14. Alatracts L3 j
Thia Di;u).’\\- & summary of the principal policy mefiultlonu from md;q% Edugation
' H igy An and onp fox the 1960y: s comprehaneive policy anslysas
of options for flnancing both undergradusta and graduate medical education. Five gen-
eral classes of options are wvaluated: reimbursament raforms, loan programs, scholax-
ahip programs; institutional supporxt, and nonfederal goveromental programe. This
raport also provides bagkground information on the. struature, organixstion and financ~
ing of the madical education system; the National Raalth Serviae Corps; tha histpory of
deral legislation affecting medical education; and aconowatric studies of tha rala-
iouship batvasn physfclane' earnings and specialty and loaation decisions. The aval-
uationa are based on thorough raviews of existing ressarch and the application of
theoretical and ampirical analyses to new data. Implications for an ovarall policy
strategy for medical qduelth& financing are offared.
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NCHSR public-tic} of resesrch findings doss not nn%-urily represent approvel or
e | official endbreement by the National Center for Health Services Research or the U.S.

Department of Health, Education, and Welfare.

Mary A. Pruen, Ph.D.: NCRIR P.O, |
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