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There is broad consensus that more primary care physicians are
needed. The National Conference of State Legislatures (NCSL) reports
that about 35% of the physicians in the United States have a primary
care concentration, and that the remaining physicians are specialists
such as surgeons, cardiologists, radiologists or anesthesiologists. In
Massachusetts, about 25 to 30 percent of the physicians are primary
care physicians.

Health care experts suggest that a 50:50 ratio of primary care to spe-
cialist physicians is the most effective way to meet the health care
needs of the population. 1 The 50:50 ratio is also a stated goal of the
American Association of Medical Colleges. 2 The Pew Health
Professions Commission also recommends that one-half of the nation’s
positions for graduate medical education be in primary care by the
year 2000.'

This report by the Senate Committee on Post Audit and Oversight.
Primary Care Physicians and Medical Need in Massachusetts,
explores issues affecting the number and distribution of primary care
physicians in Massachusetts. Amid all the recent debates about health
care reform at the federal, state and local levels, there seems to be one
point about which few disagree: more primary care physicians will be
necessary to accommodate changes in the health care system. Primary
care physicians will be instrumental in efforts to.reduce the cost of
care, broaden access to primary care, and improve the health status of
the population.

However, in spite of the growing importance of primary care, there
continues to be an insufficient number of primary care physicians in
many areas of Massachusetts. As of March 1995, 33 areas, popula-
tions, or facilities were designated by the federal government as Health
Professional Shortage Areas. In general, designation is assigned to
areas which have more than 3,500 persons per primary care physician.
This maldistribution of primary care physicians leaves some areas of
the state underserved. Because lack of access to a primary care physi-
cian may prevent early treatment of disease and sickness, hospitaliza-
tions may occur which otherwise could be avoided.

There are strategies that the state can consider to address this prob-
lem. Because of the importance of primary care providers to the public
health of the people of Massachusetts, the state will need to develop,
enhance, and support programs that encourage more physician medical

EXECUTIVE SUMMARY
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students and other allied health professionals, such as nurses and
physician assistants, to specialize in primary care and to practice in
medically underserved locations across the state. HELPMASS, the
Health Education Learning Partnership of Massachusetts, is an exam-
ple of a well thought out program that enlists all types of primary care
givers to fill primary care service gaps for the uninsured and underin-
sured by coordinating existing health and education resources.
CCHERS, the Center for Community Health Education, Research, and
Service, is another program which advances primary care service
careers. It partners community health centers and local medical and
nursing students to prepare for careers in primary care.

The state also needs to prepare for possible massive Medicare reim-
bursement cuts and consider the creation of an all-payor graduate med-
ical education (GME) pool. The establishment of a pool to which all
payers contribute would be a recognition that all payers benefit from
graduate medical education and would help tree the medical education
system’s dependence on Medicare GME reimbursements.

A strategy is also needed to centralize and consolidate physician and
other health care workforce data. At present, health care workforce
data is available, particularly at the Board of Registration m Medicine
and at the Boards of other allied health professionals, but it is frag-
mented and not used in any coordinated way among the state agencies
responsible for planning, developing, and assessing how changes in the
workforce affect the public’s health.

A strategy is also needed to monitor the purchasing of physician
practices. As the health care system in Massachusetts continues to con-
solidate, it is important that state government be able to, at a minimum,
monitor the consolidation for possible market failures and abuses. The
purchasing of physician practices, particularly primary care physician
practices, could affect access to primary care services in certain com-
munities. These purchases present complex legal and regulatory issues
and need to be disclosed.

What complicates the initiation of any health care reform strategy is
the economic impact it might have on the state’s teaching hospitals and
medical schools, as well as on the state’s economy. Therefore, all
strategies must be carefully studied before being implemented.

Finding: The primary care physician workforce in Massachusetts is
inequitably distributed geographically and it is unknown
whether other primary care providers, such as nurse practitioners, cer-
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tified nurse midwives, and physician assistants can fill primary care
physician service gaps. Because lack of access to a primary care
physician may prevent early treatment of disease and sickness, hospi-
talizations may occur which otherwise could be avoided.

Recommendation: The University of Massachusetts Medical
Center Office of Community Programs and the Department of
Public Health should collaborate to investigate how access to pri-
mary care services can be improved in underserved areas of the
state.

Finding: Because there is no state agency responsible for the sys-
tematic collection, review, and analysis of physician and other allied
health profession data, state government cannot effectively monitor
how changes in the physician and allied health profession workforce
affect the public’s health.

Finding: Reductions in Medicare reimbursement for Graduate
Medical Education (GME) will dramatically alter how medical stu-
dents are trained in Massachusetts. It is estimated that Medicare GME
funding reductions may cost the state’s teaching hospitals millions.
The viability of an all-payor graduate medical education payment pool
must be reviewed to offset Medicare GME reimbursement reductions.

Recommendation: The University of Massachusetts Office of
Community Programs should investigate how reductions in
Medicare GME reimbursements will affect how, where, and what
type of graduate medical residents are trained in Massachusetts.
The investigation should also review the viability of an all-payor
graduate medical education pool. The results of this investigation
should be presented to the legislature, with necessary legislation,
by July 1, 1996.

Finding: There is no requirement for a hospital or other organiza-
tion to disclose to a state agency the purchase of a physician practice.

Recommendation: The Secretary of the Department of Health
and Human Services should create a state-wide centralized reposi-
tory for physician and allied health profession data.
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Recommendation: All organizations that purchase physician
practices in Massachusetts should be required to disclose the pur-
chase to the charitable division of the Office of the Attorney
General. Organizations should disclose, at a minimum, the type of
physician practice purchased, the number and specialties of the
physicians included in the purchase, and the purchase price. The
Office of the Attorney General should develop complete disclosure
requirements and notify charitable organizations.
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As in many areas of social policy, the terminology of the health care
industry is not without controversy. Identifying the distribution of pri-
mary care physicians in Massachusetts depends partly on how one
defines a primary care physician.

There are two major areas of controversy among health care
research organizations that collect primary care physician data: 1) how
much patient care a physician must provide in order to be termed a
practicing physician; and, 2) exactly what services a physician must
provide in order to be termed a primary care provider.

Generally, analysts define a primary care physician as a physician
who practices general internal medicine, general pediatrics, or family
or general medicine. Sometimes the definition is expanded to include
physicians who practice in obstetrics and gynecology, many of whom
provide primary care for their younger patients. There is some ques-
tion, however, about whether other specialties (i.e. geriatrics or
rheumatology), should be considered part of the primary care field in
the future.

For example, the Massachusetts Health Data Consortium, in a
November 1993 report for the Massachusetts Medical Society, defined
a patient care physician as:

a full-license, non-federal physician who is (1) engaged in
professional medical activities of more than 20 hours per
week, and (2) with a plurality of those hours in patient care ....

a primary care physician is one who meets those criteria and
specializes in internal medicine, family practice, pediatrics, or
obstetrics/gynecology. 4

The report estimates that there are 17,500 physicians in
Massachusetts, of which 4,700 (27 %) are primary care physicians. 5

However, data from the American Medical Association on primary
care physicians includes residents in training, and physicians who may
spend as little as one hour a week in patient care. These data indicate
that there are about 23,500 physicians in Massachusetts, of which
6,000-8,000 could be defined as primary care physicians. 6

INTRODUCTION

PRIMARY CARE PHYSICIAN DATA
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Moreover, there is a distinction between providing primary care, and
being a “primary care provider.” Many specialty physicians, such as
those that practice cardiology, emergency medicine, or rheumatology,
provide primary care services in the course of treating patients. In
underserved areas particularly, the primary care provided by so-called
“specialty physicians” cannot be ignored, even though these physi-
cians’ specialty is not primary care.

In terms of making public policy decisions about the primary care
physician workforce, more standardized data collection needs to occur.
At present, there is neither a central repository for physician demo-
graphic data that is used for workforce analysis, nor is there a state
agency with the specific responsibility for reviewing, defining, and
analyzing physician workforce data. This hinders accurate and thor-
ough review of statewide primary care physician assets and impedes
health care planning and assessment initiatives.

A designated state agency should be responsible for developing a
state-wide data repository for physician workforce data. A data collec-
tion plan should be developed to identify repository objectives and
strategies relative to physician workforce information and its use.

Physicians are motivated to establish a practice in a particular
region of the state for a variety of reasons. A physician may choose a
location to take advantage of a particular quality of life, training
opportunities, high levels of peer contact, or access to a particular hos-
pital or medical technology. Consequently, the geographic density of
primary care physicians varies across the state.

The Massachusetts Department of Public Health breaks the state
into 27 community health network areas (CHNAs). In the western
region of Massachusetts (CHNAs 1-4), for example, 12.8% of the
state’s primary care physicians serve 13.5% of the state’s population.
In central Massachusetts (CHNAs 5-9), 16.5% of the primary care
physicians serve 17.9% of the population. In the northeast
(CHNAs 10-15), 18.5 % of the primary care physicians serve 20.4% of
the population. In the southeast region of the state (CHNAs 20-27),
17.8% of the primary care physicians serve 25% of the population. In
metropolitan Boston (CHNAs 16-19), 34.3% of the primary care
physicians serve 23% of the population,7 albeit the metropolitan

THE GEOGRAPHIC DISTRIBUTION OF PRIMARY CARE
PHYSICIANS
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Boston CHNA data may he skewed due to the disproportionate number
of pediatricians and internists practicing (some only doing research
and teaching) in the Boston area. In spite of what this distribution data
might suggest, there are a number of areas across the state where there
is an insufficient supply of primary care physicians.

As of March 1995, there were 33 service areas, population groups,
or facilities designated as primary care Health Professional Shortage
Areas in Massachusetts (see Appendix I). A Health Professional
Shortage Area is defined as:

those rational service areas having more than 3,500 persons
per primary care physician ...

if resources in contiguous areas
are overutilized, excessively distant, or otherwise inaccessible.
Service areas for which unusually high needs are demonstrated
(by poverty greater than 20 percent, infant mortality rate
greater than 20 infant deaths per thousand live births, or other
indicators identified in the criteria) can be designated if there
are more than 3,000 persons per full-time-equivalent (FTE)
primary care physician and the same contiguous area criteria
are met. Special population groups with specific barriers to
access can also he designated if there are more than 3,000 per-
sons per accessible FTE primary care physician/

The HPSA designation originally identified locations in which to
place physicians under the federal National Health Service Corps
Program. The designation is now also used to identify areas of primary
care need for a variety of state and federal programs.'' In
Massachusetts, the HPSAs comprise largely the low-income sections
of the state’s larger cities, certain ethnic populations in some of the
cities, certain remote areas in western, central and southeastern
Massachusetts, and the populations of certain correctional
institutions.*

‘Eight of the state’s 33 federal Health Professional Shortage Areas are located in Suffolk
County.
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The lack of primary care providers may have a significant impact on
the health status of a community. Without primary care providers,
people might either go without primary health care at all, or use expen-
sive or inappropriate alternatives (for example, hospital emergency
rooms) to meet their primary health care needs. One study of the
health care marketplace noted that “the Boston area appears to have
reduced access to health care, as indicated by the lower number of
family doctors, higher proportion of specialists and higher number of
emergency room visits.”"’

It is possible to draw some preliminary conclusions about the rela-
tionship between the availability of primary care and the health status
of a community. One indicator of a community’s health status is its
“preventable hospitalization rate.”

A preventable hospitalization is a term used by the Massachusetts
Rate Setting Commission to describe an inpatient hospital admission
that usually can be managed in an ambulatory setting. An area with a
high preventable hospitalization rate has a high number of instances
where better access to timely primary care services might have
avoided hospitalization.

For example, in the Fall River Community Health Network Area
there was one primary care physician for about every 2,500 people, but
in the Newton Community Health Network Area there was one
primary care physician for about every 800 people. 11 Significantly, the
residents of the Fall River area have a preventable hospitalization rate
77% higher than residents of the Newton area. 12

Moreover, of the 11 (of 27) community health network areas with
higher than average rates of preventable hospitalizations (over 11.99
preventable hospitalizations per 1,000 population in 1993), eight of
them also had lower than average numbers of primary care physicians
(less than the statewide CHNA average of one primary care physician
tier every 1,460 people). Although further study is necessary to deter-
mine causality, these numbers may point to an inverse relationship
between the number of preventable hospitalizations experienced by a
community, and the number of primary care physicians in that
community.

THE RELATIONSHIP BETWEEN PRIMARY CARE AND
HEALTH STATUS
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Other factors that may contribute to avoidable hospitalizations are
being uninsured, lacking transportation, and having cultural carriers.
Some health policy experts say not having health insurance is the prin-
cipal reason for preventable hospitalizations. If this population were
insured, physicians and community health centers would be competing
to serve it.

The structural need for primary care physicians continues to
increase, mostly due to the introduction of aggressive managed care
over the last decade. Indemnity health insurers, HMOs, and other
payers emphasize managed care as a means to holding down health
insurance premiums. Not unexpectedly, employers are now looking
more and more to managed care organizations with their high propor-
tion of primary care providers, to save on health care costs.

The increase in managed care has had a significant impact on the
demand for primary Care physicians. In 1994, 75% of offfice-hased
physicians in private practice nationwide belonged to at least one of the
managed care entities known as health maintenance organizations or
preferred provider organizations. 13 .

A successful managed care program, however, depends on access to
a substantial pool of physicians who will provide primary care serv-
ices, triage referrals to specialty physicians, and act as comprehensive
care managers for the organization’s subscribers. The primary care
physician in some managed care organizations is responsible for coor-
dinating ail of a patient’s care, whether provided by a specialist, a hos-
pital, a free-standing outpatient clinic or a long term care facility.

The primary care physician in a managed care environment is also
becoming responsible not only for the health care resources utilized by
a patient but also for the outcomes of the care associated with those
resources. With these new responsibilities will come increased risk,
both medical and financial.

The public sector’s concerns for rising health costs have also had an
impact on the demand for primary care physicians. Because state bud-
gets are being devastated by increasing Medicaid health care costs, the
drive to enroll Medicaid recipients in managed care is sweeping the
nation. By doing this, it is hoped that high cost emergency care utiliza-

THE INCREASING DEMAND FOR PRIMARY CARE PHYSI-
CIANS
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tion will decrease and lower priced primary care utilization will
increase. A very successful example of how managed care can be
brought to the Medicaid population exists in Massachusetts with a pro-
gram called MassHealth Managed Care. This managed care program
was developed to provide comprehensive and coordinated health serv-
ices for Medicaid recipients. A principal goal of the program is:

to ensure that each recipient has an identified primary care
provider who will deliver primary and preventive care serv-
ices. Central to this effort is the Primary Care Clinician (PCC)
Program and its network ot contracting physicians, group
practices, health centers and hospital based practices.' 4

Over 1,300 PCC practices, utilizing an estimated 2,800
practitioners, are available to the Medicaid enrollees in the managed
care program. This program has been credited with reducing emer-
gency room utilization by 22%.15

The continued expansion of Medicaid managed care will
undoubtedly have an impact on the shape of the state’s physician
workforce, although it is unclear exactly what type of impact this will
be. Some experts say that until Medicaid managed care is capitated,
physician shortages in underserved areas will not improve.

Purchasing physician practices
There is fierce competition among health maintenance organizations

(HMOs), individual hospitals, hospital networks, physician-hospital
organizations (PHOs), and practice management firms' 6 for the serv-
ices of the existing supply of primary care physicians.

As already mentioned, HMOs rely heavily on the services of
primary care physicians, and the demand for them has increased with
the recent rapid expansion of managed care. Consequently, hospitals,
hospital networks and PHOs have also been affiliating with a substan-
tial number of primary care physicians in the hopes of strengthening
their contract bargaining position with payers.

Examples of health care organizations purchasing physician prac-
tices abound. Blue Cross and Blue Shield of Massachusetts, the state’s
largest health insurance company, has established a subsidiary to pur-
chase physician practices. A Lahey Clinic/Harvard Community Health
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Plan Partnership has purchased four primary care practices north and
west of Boston. Partners Healthcare System, Inc., the company over-
seeing the merger of the Massachusetts General Hospital and the
Brigham and Women’s Hospital, has also been actively purchasing
physician groups on the north shore of Massachusetts. 17 Over the last
three years, Beth Israel Hospital has added 45 new primary care
physicians to its physician network, which now comprises close to 100
primary care physicians. 1*

Some of these organizations are purchasing physician practices to
insulate themselves from competitors infringing on their service area.
Others are preparing for the inevitable increase in capitated contracts
and know that primary care is key to successful capitation. In a
capitated environment, primary care providers will be essential for
triage and referral in order to minimize the amount of financial risk
assumed by a provider.

There are a number of concerns associated with the purchasing of
physician practices. Some experts say purchasers are overpaying for
physician practices in a frenzied effort not to be left without a sizeable
physician component to their integrated network, although others indi-
cate that the value of physician practices, while very high now. will
drop in the near future as networks mature. According to the associate
general counsel of the federal Department of Health and Human
Services; “any amount paid in excess of the fair-market value of the
hard (i.e., tangible) assets of a physician practice would be open to
question.” 19

Hospital purchases of physician practices present complex legal and
regulatory issues. On March 15, 1995, the Internal Revenue Service
issued an 18 page revenue ruling (which carries the weight of regula-
tion) to tax-exempt hospitals (pubic charities). Limitations in the pre-
sent tax code prohibit private individuals from benefiting from the
income of tax-exempt organizations. In the ruling, the IRS issued four
criteria for physician recruitment activities:

• they must appropriately further the hospital’s charitable purpose;
• they may not violate other federal laws, such as anti-kickback

laws;
• they may not cause the hospital to serve private interests at the

expense of public interests;
• they may not violate inurement prohibitions, even if charitable

earnings are disguised as legitimate remuneration. 20
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Moreover, the Office of the Inspector General of the Department of
Health and Human Services has also published “safe harbor” federal
regulations which outline the circumstances where the sale of a prac-
tice by one practitioner to another does not violate the anti-kickback
regulations of the Medicare/Medicaid Fraud and Abuse statute. 21

Aside from the muddied uncertainty of the fraud and abuse and tax
issues associated with an organization’s purchasing a physician prac-
tice, a more important question traces those that purchase the assets ot
a physician, especially at an inflated price. Is it right to spend hospital
revenues or charitable donations that otherwise could be used to
develop community health programs or to provide services for the
uninsured to purchase the assets of a physician’s practice? In effect,
physician practice purchases transfer tax free hospital revenue to
physicians, where it will be used for private purposes.

In spite of these pitfalls, competitive pressures are prompting many
hospitals to consider purchasing physician practices. However, these
competitive pressures are not justification for paying more than fair
market prices for the practices. Hospitals that pay inflated prices for
physician practices do a disservice to the community they serve.

Most estimates suggest that the present supply of primary care
physicians nationally will be inadequate to meet the future primary
care health needs and demands of the population. The General
Accounting Office (GAO), in a report released in October 1994, dis-
closed that the percentage of active doctors who practice as primary
care physicians has decreased from 53% to 35% since 1960. The
report also noted that the United States Department of Health and
Human Services predicts a shortage of 35,000 primary care physicians
by the year 2000.22

In Massachusetts, the area shortage and maldistribution of primary
care physicians goes hand-in-hand with a surplus of specialist physi-
cians in some areas. One reason many medical students choose to
practice specialty medicine rather than primary care medicine is that
there is a significant disparity in earnings between them a signifi-
cant concern for the average medical student who graduates with thou-
sands of dollars of debt. According to a recent survey by the
Association of American Medical Colleges, 1994 medical school grad-

PRIMARY CARE VERSUS SPECIALTY MEDICINE
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uates assumed medical school debt on average of $63,434. Private
medical school debt averaged $77,578 and public medical school debt
averaged $54,490.23 It is no wonder that in the 1994 residency match
program, 99.6 percent of the orthopedic residency slots were filled ver-
sus 84.8 percent of internal medicine slots.24

Unless there are significant changes in existing trends, this surplus
will increase. One estimate states that 40-65% of the population will he
enrolled in managed care networks by the year 2000, and that there
will be a surplus of 165,000 patient care physicians. 25 Most of this sur-
plus will consist of specialty physicians torced into closing or reducing
their practices due to managed care market penetration.

There could be an indication that medical school graduates are
already realizing that the future is in primary care rather than specialty
care. Anecdotal intbrmation presented to the Committee indicates that
some specialized residency slots across the country, like anesthesia and
radiology, have gone unfilled. Also, for the first time in seven years,
over half of the U.S. medical school seniors will train to be primary
care physicians. 2 ' 1

Another very important characteristic of health care in
Massachusetts that contributes to the imbalance between primary care
providers and medical specialists is the predominance of the teaching
hospitals in the medical care system. The relatively large number of
specialty physicians in Massachusetts, especially eastern
Massachusetts, is directly related to the number of Massachusetts
teaching hospitals and the specialty training they provide.

In a report by Northwestern National Life, Boston had the lowest
number of general and family practice physicians per 100,000 popula-
tion (11.4), and the most specialist physicians per general practice and
family physician (31.4). As the report pointed out, “too many special-
ists in a metropolitan area can contribute to an inefficient health care
system where supply greatly exceeds demand.” The report did note,
however, that “some of the higher proportion of specialists may reflect
the large teaching complexes in the area and not an oversupply of spe-
cialists.”27

This is also another reason medical students gravitate towards
specialty medicine: location ot training. Almost all graduate medical
students receive their practical training from specialty physicians in
highly specialized teaching hospitals, even though the Association of
American Medical Colleges estimates that 95% of the physician-
patient primary care occurs in ambulatory care or clinic environ-
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merits.28 Medical students then become comfortable with the teaching
hospital environment, and develop relationships with their mentors
who are teaching hospital specialists. Thus, many students choose to
remain in this “specialty” setting.

One thing is clear: there will be less need for specialty physicians in
the future, but more and more continue to be trained. Questions
remain, however, about what will happen to the specialty physician
workforce. Will specialty physicians be retrained as primary care
physicians? Will primary care physicians have to be imported into the
state to fill service gaps? Will the state’s medical schools and teaching
hospitals commit themselves to training more primary care physicians
and fewer specialists? Will managed care organizations lure primary
care physicians away from rural and underserved areas? Are there
enough primary care allied health professionals to fill primary care
service gaps? Will whatever emerges as health care reform contain the
economic incentives to correct the imbalance between primary and
specialty care (and over what time)? These questions lend an urgency
to further investigation of the nature of the physician workforce in
Massachusetts.

In the United States, there are 141 medical schools with an enroll-
ment of over 72,000 students. After completing four years of medical
school, physicians in training must commit to several more years of
specialty training. Data from the General Accounting Office (GAO)
indicate that in 1992, 89,368 interns and residents received training in
over 7,000 residency programs in 1,250 teaching hospitals. 29 Medical
schools meet the demand of the health care system, especially the
demand created by teaching hospitals.

Graduate medical education is a big business. Medical schools spent
close to $23 billion to train students in the 1991-92 school year. 50

States provide about $3 billion in funding annually to operate the pub-
lic medical schools. 51 In 1993, Massachusetts teaching hospitals
trained over 3,000 graduate medical students at a cost of over $BOO
million.52

The aforementioned GAO study showed that for the time period
1989-1991, approximately 60 percent of medical interns and residents
were trained in non-prirnary care specialties, and 40 percent were
trained in primary care specialties. However, after adjusting for
“branching” (interns and residents that began training in primary care,

MEDICAL SCHOOLS AND THE SUPPLY OF PRIMARY
CARE PHYSICIANS
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completed training in non-primary care, and then entered practice as
nonprimary care physicians) the percent of residents trained in non-
primary care increased to 75 percent.”

The National Conference of State Legislatures (NCSL) reported that
in 1981, 40% of medical school graduates chose primary care residen-
cies. By 1992, only 15% of graduating medical students nationally
selected primary care residencies, 14 and only 10% indicated they would
work in a poor community. 15 Between 1986 and 1993, the proportion of
United States medical school graduates matched to the primary care
residencies in family practice, internal medicine, and pediatrics
dropped from 52% to 38%, and the majority of those that chose resi-
dencies in internal medicine and pediatrics, subsequently entered prac-
tice in a sub-specialty. 16

The location of medical schools can affect the decisions of medical
school students regarding where they will practice medicine upon
graduation. Of the 11,264 students who graduated from U.S. allopathic
medical schools in 1994, 55.9% hoped to practice medicine in the
same state from which they graduated. 17

Table 1 lists the proportion of graduates from New England medical
schools in 1994, who planned to practice in-state, and gives the nation-
al ranking (out of 125 schools) for that percentage.

TABLE I
1994 MEDICAL GRADUATES

PLANNING TO PRACTICE IN-STATE'8
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In 1994, the four medical schools in Massachusetts had 577
graduates. Boston University Medical School had 142 graduates, of
whom 33 of the 97 with stated plans (34%) planned to practice in-
state. Harvard Medical School had 192 graduates, and 31 of the 97
with stated plans (32%) planned to practice in-state. Tufts Medical
School had 145 graduates, and 29 of the 98 with stated plans (30%)
planned to practice in-state. The University of Massachusetts Medical
School had 97 graduates, and 62 of the 71 with stated plans (87%)
planned to practice in-state.

The University of Massachusetts Medical School (UMMS) is
notable for its success in having its graduates remain in the state.
According to UMMS, graduates remain in Massachusetts largely for
two reasons: (1) UMMS only accepts residents of Massachusetts as
students, 39 and (2) 96% of all students sign a learning contract, forgiv-
ing two-thirds of their tuition in return for a four year service commit-
ment to the state upon completion of a residency program.

In addition to knowing where medical school graduates practice, it
is also important to know how many medical school graduates actually
end up practicing primary care. Table 2 displays the percentage of
1988-1990 graduates from New England medical schools who entered

primary care specialties upon completing their residency program, and
the national rank (out of 125) for that percentage.

TABLE 2

1988-1990 MEDICAL GRADUATES
ENTERING PRIMARY CARE SPECIALTIES40
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A recent article in the Journal of the American Medical Association
suggested that no single variable under the control of a medical school
can substantially increase the proportion of graduates that become gen-
eralists. However, newer medical schools and public medical schools
proportionately produce higher levels of primary care providers.
Furthermore, the article pointed out that a school that commits itself to
expanding its output of primary care physicians will likely be success-
ful. 41

For example, the University of Massachusetts Medical School
(UMMS), a relatively new public university, has a high percentage of
graduates who have stated a preference for practicing medicine in
Massachusetts. UMMS also ranks very high among all medical
schools in terms of how many of its graduates ultimately enter primary
care after completing a residency. Of the 1,241 UMMS alumni practic-
ing medicine, 633 (51%) continue to practice in Massachusetts. Of the
633 practicing in Massachusetts, 279 (44%) practice in primary care. 42

One of the reasons that the University of Massachusetts Medical
School has been so successful in producing primary care physicians is
that the UMMS has in place an explicit program to encourage that
choice from its students. The UMMS Learning Contract Program was
initiated in 1978 (for graduating classes beginning in 1982) with two
purposes: (1) to respond to the physician manpower needs of the
Commonwealth; and (2) to maintain the affordability and accessibility
of medical education for Massachusetts residents.

Modified several times since 1978, the present Learning Contract
(for the class of 1999) requires the medical school graduate to practice
a minimum of four years in primary care, in public or community serv-
ice, or in medically underserved areas. In return for fulfilling the serv-
ice terms of the contract, two-thirds of the medical school tuition may
be forgiven.

Other medical schools in Massachusetts are involved in initiatives
to increase access to primary care services. Tufts Medical School has
an Office of Primary Care Medicine and offers primary care preceptor-
ships and third year clerkships in primary care. Boston University
Medical School established a Center for Primary Care in 1993 and is
deeply involved in the Robert Wood Johnson Foundation Generalist
Physician Initiative. Among other things, Harvard Medical School has
organized first year primary care mentorships and is organizing a pri-
mary care advisor system.
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There are a variety of other methods that can encourage medical
students and residents to select careers in primary care and to locate
their practices in areas of medical need. Loan repayment and forgive-
ness programs have been instrumental in enticing graduate medical
students to practice in underserved areas. The federal National Health
Service Corps (NHSC), a component of the U.S. Public Health
Service, has a Scholarship and Loan Repayment program which
recruits health professionals (physicians, nurse practitioners, physi-
cians’ asssistants, nurse midwives, dentists) to practice in underserved
communities. Presently, 35 of the 1.147 NHSC physicians practicing
nationwide are practicing in Massachusetts, 41 although for reasons such
as financial obligations and family considerations, many NHSC physi-
cians do not settle in their assigned underserved area.

There is also a Massachusetts State Loan Repayment Program
(MSLRP), funded by the U.S. Public Health Service (with matching
funds from the Massachusetts Departments of Public Health and
Medical Security) which provides loan repayment funds for providers
who agree to practice in Health Professional Shortage Areas for two
years. These funds are available for certain types of physicians, and for
nurse practitioners, physician assistants, certified nurse midwives, den-
tists, and mental health practitioners. As of February 1995, there
were 21 physicians, 1 dentist, 4 nurse practitioners, 1 certified nurse
midwife, and 3 physician assistants actively providing primary care in
Massachusetts as a result of this loan program. Since 1991, 70
providers have participated in the program.44

In addition to helping defray the cost of medical school, states can
develop other types of financial incentives to influence physician’s
career choices. Inducements such as practice start-up subsidies, tax
credits, and malpractice subsidies can also serve to affect decisions of
medical school graduates.

Controlling supply
In addition to influencing medical school policies, there are a num-

ber of ways to control physician supply. Presently, hospitals make their
decisions about how many and what type of physicians they will train
based on a perverse reimbursement system that reward hospitals finan-
cially for training specialists. ■
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One way to control physician supply is to put a quota on internation-
ally trained medical student residency slots. Presently, medical school
graduates trained in other countries fill about 25% of residency slots.
Another way to control physician supply would be to make the training
for specialists more lengthy and thus more expensive. Another option
would be to let the job market limit physician supply. Once medical
students determined jobs were not available, they would stop seeking
specialty training. In fact, many say this is happening right now.
Another way is to provide more primary care mentors and sites for pri-
mary care training, such as community health centers and physician
offices. Many residents only choose specialty care because they were
trained in that setting.

Practically speaking, however, the most effective way of controlling
the supply of physicians is by changing how teaching hospitals are
reimbursed for graduate medical education by the Medicare program,
or by using a financial incentive to equalize the pay differential
between primary care physicians and specialists.

Changing the pay differential between primary care and specialty
physicians would be effective since there are broad differences
between salaries for specialists and primary care physicians, and
between the salaries of physicians practicing in neighborhood health
centers and salaries for physicians working for an HMO where more
staff support is available. This type of market inequity is not conducive
to encouraging physicians to practice in underserved areas. Equalizing
compensation will temper the downside of practicing in a rural or
urban underserved area. If a physician is committed to serving this
constituency, they should be compensated wages comparable to the
wages their peers earn in other areas.

If Medicare reduces the amount it reimburses to teaching hospitals
for direct and indirect graduate medical education training, it is likely
major changes will occur in physician supply trends. Teaching hospi-
tals will be forced to determine the cost benefits of training specialists
versus generalists, especially if hospitals are required to share financial
risk in a capitated reimbursement system.

Although hospitals have always had a system of training physicians,
the real period of growth for graduate medical education began with

TEACHING HOSPITALS AND THE COST OF TRAINING
NEW PHYSICIANS
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the inception of the Medicare program in 1965. Because Congress was
concerned that enough physicians would not be available to treat the
demand created by this newly insured population. Medicare began to
directly and indirectly fund the training and education of physicians,
regardless of the specialty chosen by the physician. Unfortunately,
over the last thirty years, teaching hospitals have become dependent on
Medicare graduate medical education revenue.

In 1994, Medicare paid about $6 billion nationally to teaching hospi-
tals to defray graduate medical education costs.45 In 1993, Massachusetts
received about $BOO million from Medicare and other payers to train
over 3,000 residents in 46 hospital residency programs. 46

The Medicare program reimburses teaching hospitals for graduate
medical education in two principal ways. Hospitals receive money for
"direct costs,” such as residents’ salaries, teaching faculty stipends,
benefits, and overhead. These costs can be as much as $70,000 per
year for each student.

Hospitals are also reimbursed for the “indirect costs” associated
with training residents. In 1994, Massachusetts teaching hospitals
received $2lB million in indirect education cost reimbursements from
Medicare. 47 This reimbursement accounts for the additional cost of
treating patients in an intensive teaching environment. Some estimate
that indirect costs add an additional $llO,OOO per year to the cost of
training each resident. 48

Starting in 1986, Medicare has been reducing its indirect medical
education rate from 11.89% to 7.7% in order to trim costs associated
with hospital payments. It has also reduced the direct medical educa-
tion residency training allowance from a full cost allowance of about
$95,000, to a hospital specific allowance averaging $67,000.49

In a May 1994 report on graduate medical education, the General
Accounting Office noted that the Medicare system created two barriers
to training physicians in primary care. First, Medicare allows hospitals
to determine which specialists to train, and reimburses the hospital for
the costs of that training. Hospitals are free to determine the distribu-
tion of the specialists based on hospital service and educational needs,
rather than on the health and medical needs of the community. Second,
under current Health Care Financing Administration rules, only hospi-
tals and hospital-based providers receive direct graduate medical edu-
cation payments. Primary care programs that make extensive use of
ambulatory and nonhospital settings for training generally cannot

receive Medicare reimbursement for that training.
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A major flaw in the Medicare GME reimbursement system exists
when institutions that pay for the training of house officers in these
sites are not reimbursed.

The Massachusetts Medicaid program reimburses Massachusetts
teaching hospitals about $29 million a year for direct graduate medical
education costs. Effective February 1, 1995, teaching hospitals will
receive a 33% bonus for the costs of training each primary care resi-
dent and a discount of 20% from the per discharge costs of specialty
care training. Although it represents a relatively small share of
graduate medical education reimbursements to Massachusetts teaching
hospitals, the state has used Medicaid program hospital payments to
influence the balance of primary care and specialty physicians. This
recognition by Medicaid that they have a responsibility to participate
financially to the training of the physicians that serve their recipients is
an indication that an all-payor graduate medical education payor pool
may be viable.

To reduce health care costs and broaden access to primary care in
Massachusetts, more primary care physicians will be necessary in
underserved areas. Regardless of the final shape of the “reformed”
Massachusetts health care system, only a correctly shaped primary care
provider network will make it succeed. As the state focusses on the
best way to provide health care services for the uninsured and the
underinsured, very little attention or thought has been given to whether
the present supply of primary care physicians and allied health
providers can meet the demand.

One reason it is difficult to assess whether the present primary care
assets in the state can meet demand is the lack of data necessary to
make that assessment. It is vital that a management information
strategy is developed to address this problem.

The state’s teaching hospitals, as well as its citizens, may also lose
of millions of dollars in direct and indirect graduate medical education
reimbursements if proposed Medicare budget reductions prove to be a
reality. These cuts would have a dramatic effect on how graduate
medical education is accomplished. To end this dependence on

Medicaid GME Reimbursement

CONCLUSIONS. FINDINGS, AND RECOMMENDATIONS
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Medicare GME reimbursements, serious consideration should be given
to the development of an all-payor graduate medical education pay-
ment pool. Creation of such a pool would be a recognition that all
payers (and their insured) benefit from graduate medical education
and, thus, should pay for it.

Finally, the purchasing of physicians’ practices, especially by tax-
exempt hospitals, is troublesome. Although the IRS and federal Office
of the Inspector General in the Department of Health and Human
Services have published revenue rulings and safe-harbor guidelines, it
is difficult to determine how physicians selling their practices to hospi-
tals and other managed care organizations will affect access to health
care services, especially in regions with a dearth of physicians.
Organizations that purchase physician practices should disclose this
information to the charitable division of the Office of the Attorney
General.

Finding: The primary care physician workforce in Massachusetts is
inequitably distributed geographically and it is unknown whether other
primary care providers, such as nurse practitioners, certified nurse
midwives, and physician assistants can fill primary care physician
service gaps. Because lack of access to a primary care physician may
prevent early treatment of disease and sickness, hospitalizations may
occur which otherwise could be avoided.

Recommendation: The University of Massachusetts Medical
Center Office of Community Programs and the Department of
Public Health should collaborate to investigate how access to pri-
mary care services can be improved in underserved areas of the
state.

The Department of Public Health, in concert with the University of
Massachusetts Medical School Office of Community Programs, should
review the distribution of Massachusetts primary care physicians and
other primary care providers to determine if hospitalizations can be
avoided if more primary care providers are available to the community.
The investigation should review where primary care provider assets are
located (including community based residency programs) and correlate
these assets with health status indicators used by the Department of
Public Health to study the health status of Community Health Area
Networks (CHNAs). The investigation should also review whether
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incentive programs which increase the number of primary care physi-
cians, such as practice startup subsidies or medical student loan for-
giveness programs, need to be expanded. The results of the study
should be presented to the joint Health Care Committee by April 1,
1996.

The inequitable distribution of Massachusetts physicians may cause
hospitalizations to occur which could have been avoided if more pri-
mary care physicians were accessible in certain areas of the state. This
maldistribution ot the primary care physician workforce may be a
threat to the public health status of the state’s residents. This threat has
caused some health care leaders to suggest that primary care service
gaps, particularly for the uninsured and underinsured, may have to be
filled by primary care providers other than physicians. To that end, the
legislature is now considering legislation introduced by the state’s
Health Care Committee to implement HELPMASS (Health Education
Learning Partnership of Massachusetts), a health service corps pro-
gram designed to coordinate students and practitioners of the health
sciences with programs, services, and resources that support or provide
primary care and health education to the underserved, uninsured, and
underinsured populations, with emphasis on public service.

Finding: Because there is no state agency responsible for the sys-
tematic collection, review, and analysis of physician and other allied
health profession data, state government cannot effectively monitor
how changes in the physician and allied health profession workforce
affect the public’s health.

As the Massachusetts health care system continues to consolidate,
policymakers and health care planners have focused mostly on how the
cost of care can he reduced. Most of the cost containment initiatives to
this date have been directed at reducing the size of the hospital system
and aggressively managing care. Little effort has been given to
whether the state’s physician and allied health profession workforce,
particularly those that work in primary care, are poised -o respond
appropriately to changes in the shape of the health care system. One
reason we don’t know if the health care workforce can respond is

Recommendation: The Secretary of the Department of Health
and Human Services should create a state-wide centralized reposi-
tory for physician and allied health profession data.
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because health care workforce information is not available in a form
that is usable.

In order to make cogent public policy decisions about the state s
physician workforce, more standardized data collection and analysis
need to occur. At present, there is neither a central repository in the
state for physician demographic data nor is there a state agency with
the specific responsibility for reviewing, defining, and analyzing
physician demographic data. The data that do exist are fragmented and
scattered among the Board of Registration in Medicine, other Boards
of Registration for allied health professions, and the Rate Setting
Commission. The lack of centralized data collection and analysis hin-
ders accurate and thorough review of statewide primary care physician
assets and impedes health care planning and assessment initiatives.

Finding: Reductions in Medicare reimbursement for Graduate
Medical Education (GME) will dramatically alter how medical stu-
dents are trained in Massachusetts. It is estimated that Medicare GME
funding reductions may cost the state's teaching hospitals millions. The
viability of an all-payor graduate medical education pavment pool
must be reviewed to offset Medicare GME reimbursement reductions.

Recommendation: The University of Massachusetts Office of
Community Programs should investigate how reductions in
Medicare GME reimbursements will affect how, where, and what
type of graduate medical residents are trained in Massachusetts.
The investigation should also review the viability of an all-payor
graduate medical education pool. The results of this investigation
should be presented to the legislature, with necessary legislation,
by July 1, 1996.

Each year millions and millions of dollars are paid, directly and
indirectly, to teaching hospitals for the cost of graduate medical educa-
tion. Medicare alone pays about $6 billion a year nationwide for direct
and indirect GME. Massachusetts teaching hospitals receive about
$3OO million a year in GME reimbursements from Medicare. Proposed
federal budget cuts threaten these funds. If these purported cuts
become reality, a major reform of graduate medical education will be
necessary. The Committee believes it is in the best interests of the state
and the physicians and hospital communities to study and plan for
changes to the graduate medical education system, rather than to wait
and have to react quickly to cataclysmic budget cuts.
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Finding: There is no requirement for a hospital or other organiza-
tion to disclose to a state agency the purchase ofa physician practice.

Recommendation: All organizations that purchase physician
practices in Massachusetts should be required to disclose the pur-
chase to the charitable division of the Office of the Attorney
General. Organizations should disclose, at a minimum, the type of
physician practice purchased, the number and specialties of the
physicians included in the purchase, and the purchase price. The
Office of the Attorney General should develop complete disclosure
requirements and notify charitable organizations.

Purchases of physician practices, particularly purchases by tax-
exehipt hospitals, present complex legal and regulatory issues. The IRS
has published revenue rulings for tax-exempt hospitals and the
Inspector General’s Office of the federal Department of Health and
Human Services has published safe harbor guidelines which deals with
anti-kickback schemes. In Massachusetts, no disclosure to a state
agency is required by organizations that purchase physician practices.
This makes it difficult to monitor whether these organizations are vio-
lating any federal or state laws dealing with anti-trust or the use of tax-
exempt revenue.

Interest in whether this failure merits redress has quickened as
health care organizations in Massachusetts have aggressively entered
the market to purchase physician practices. Some of these organiza-
tions are purchasing physician practices to insulate themselves from
competitors infringing on their service area. Others are preparing for
the inevitable increase in capitated contracts and know that primary
care is key to successful capitation. In a capitated environment,
primary care providers will be essential for triage and referral in order
to minimize the amount of financial risk assumed by a payer. One
thing is certain: to survive in the future Massachusetts health care mar-
ket health care organizations will need access to physicians and the
revenue that comes with the patients they bring with them.
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Health Professional Shortage Areas (HPSA’s)
In Massachusetts APPENDIX I

Current as of 3/7/95*

TYPE OF CARE

COUNTY HPSA ID# Service Area Dale of Cily/Town/Popul»lion/CensusTr>ci
Designation

PRIMARY CARE

BARNSTABLE 2510 Provincctown 8/17/89 Provincctown

BRISTOL 2541 Fall River/Inner City 4/2/90 CT - 64011. 6413^.6420
2523 South East New Bedford 1/13/88 CT - 6507-14. 6517-19. 6526-7

ESSEX 2522 North Lawrence 5/19/93 CT - 2501-2516
2505 Peabody 12/23/93 Low Income Pop. - CT - 2041- 2047.02
2505 Salem 12/23/93 Low Income Pop. - CT - 2104-9 ,

2518 South Lynn 5/19/93 CT - 2055-72

FRANKLIN 2504 Mohawk Valley 7/15/93 Ashfield, Buckland, Charlcmont,
Colrain. Conway. Hawley, Heath,
Rowe, Shelburne

FRANKLIN/ 2549 Athol/Orangc Area 11/12/93 Erving, Orange. New Salem.
WORCESTER Warwick. Wendell. Athol.

Petersham. Phillipston. Royalston

HAMPDEN 2547 Holyoke 6/21/93 Hispanic Population

HAMPSHIRE 2502 Hampshire Regional Dist. 6/21/94 Chcsterfield.Cummington.Goshen.
Plainfield. Westhampton.Williamsburg

2551 Gateway Regional Dist. 6/21/94 Blandford.Chcstcr.Monigomcry,Russell.
Hunnngion.Middleftcld,Worthington

MIDDLESEX 2550 Somerville 3/24/94 Low Income Pop. - CT 3501-3515
2527 Somerville 3/22/94 Portugese Population
2508 East Cambridge 8/31/88 Ponugese/Hispanic Pop.

CT -3521-3528,
3531.3535.3539

2546 Lowell 4/2/90 Southeast Asian Population
2552 CHNA #l6 8/5/94 Everett, Malden (sec Suffolk)

NORFOLK 2517 Quincy 6/26/90 Hough's Neck/Germantown - CT - 4178
2532 Norfolk 3/19/84 MCI Norfolk
2532 Walpole 3/19/84 MCI Cedar Junction

PLYMOUTH 2554 Hull 1/31/94 Hull I
SUFFOLK 2540 Bnghton/Allston 3/1 Chinese Pop • CT - 0001-8

2526 South End 3/19/84 Chinese Pop. - CT -0701-712
2506 North Dorchester 5/21/92 CT - 0901-0924
2543 Bnghton/Allston 6/12/89 Poverty Pop.- CT 0001. 0002.01.02,

0003-5. 0006.01-.02. 0007.01-.02,0008
xxxx Boston / /94 Homeless Pop. of Boston
2536 Roxbury 5/19/93 CT - 0801-821
2529 South Boston 12/12/88 CT - 0605-13
2544 South Dorchester 8/31/93 CT - 1001-1011.02

• Hnsc.l on Federal HHDNAFT Information System. wiih designationupdates
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Health Professional Shortage Areas (HPSA’s)
In Massachusetts

Current as of 3/7/95*

TYPE OF CARE

HPSA ID# Service Area Date of Cily/Town/Population/CensusTractCOUNTY
Designation

2552 CHNA #l6 Chelsea. Revere. Winthrop (see Middlesex)8/5/94

WORCESTER 2548 Worcester 2/8/94 Low Income Pop. - CT - 7301-7331.02
Athol/Orange Area 11/12/93 Sec FRANKLIN/WORCESTER2549
So. Blackstone Valley 6/23/89 Bladcstonc,Douglas.Mcndon.Millville.2503

Northbridgc.Sutton.Uxbridge

Based on Federal RHDNAET Infonnanon System with designation updates
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