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Graduate m edical education historically has 
been based on the inpatient services o f  hospitals 
and has been  funded largely from patient care in­
come. M ost o f  this incom e is paid by third party 
payers, thus spreading the costs across the popu­
lation. In the last decade, changing public policy  
has stim ulated rapid expansion  o f  training for the 
primary care specialties. The financing o f  primary 
care training is affected because o f  the shift in em ­
phasis toward the ambulatory arena, an area that 
has been a long-term  hospital financial “ loss 
leader.” Educational programs in the ambulatory 
setting increase overhead costs. At the sam e time 
limited third party coverage for patients in the 
ambulatory setting increases cost awareness by 
patients. Thus, charges in m ost hospital clinics 
must be set at levels com petitive with the com ­
munity, levels that are below  costs.

State support and federal training grants have 
been essential in initiating primary care education. 
There appears, how ever, that an unspoken ex ­
pectation is involved . This expectation is that 
primary care education, in com m on with other 
graduate m edical education, ultimately must be 
supported largely from patient care incom e.

This issue is being highlighted by recent studies 
of graduate m edical education: one by the A sso ­
ciation o f  Am erican M edical C olleges1 and the 
other by the Graduate M edical Education National 
Advisory Com m ittee (G M ENA C ) o f  the United  
States Departm ent Of H ealth and Human Serv­
ices.2 In general, both groups are recom m ending 
that the financing o f  graduate m edical education  
should continue to be based upon patient care 
revenues. W ith respect to primary care, it is signif­
icant that both studies recognize that supplemental 
assistance beyond patient care incom e will be
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needed; at the sam e tim e, both fail to define the 
potential magnitude o f  that need.

This paper addresses the degree to w hich pa­
tient care incom e can be expected  to finance 
graduate education in family m edicine. Experi­
ences at the U niversity o f  M issouri-C olum bia will 
be analyzed and will be com pared with results o f  a 
national survey o f  family m edicine residency pro­
grams. N ext, a theoretical training cost and in­
com e m odel shall be developed in an effort to  
provide data on theoretical program costs as well 
as incom e potential. All o f  these findings will then  
be discussed in light o f  other published studies.

The Fiscal Balance for One Program
The Department o f  Fam ily and Comm unity  

M edicine at the U niversity o f  M issouri-C olum bia  
(UM C) has educational responsibilities for a vari­
ety o f  trainees including m edical students, resident 
physicians in family m edicine, faculty fellow s  
under a Robert W ood Johnson Fellow ship grant, 
nurse practitioner students under a K ellogg grant, 
and masters level health education students. To 
generate data for this analysis, faculty costs were 
allocated am ong these various education respon­
sibilities. This was done independently by tw o de­
partmental staff m em bers, and the few  minor 
differences were resolved by d iscussion . Other 
data used in this study were taken directly from  
accounting records, including those o f  the depart­
m ent’s two practice centers: one within the U ni­
versity Hospital and the other in the rural 
com m unity o f  Fulton, M issouri. A  few  cost item s 
in resident physician education absorbed external 
to the department are estim ated and included in 
total cost. These include professional liability in­
surance, space for faculty o ffices , and space for 
the family practice center within the U niversity  
H ospital. These estim ated costs total $124,000.

Table 1 show s that in 1978-79 the UM C program  
o f 30 residents accum ulated identifiable costs  
totaling $1,541,000. Approxim ately one third o f
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Table  1. Identifiable Program  Costs, U n ive rs ity  of M issouri-Colum bia  
Fam ily M edicine P rogram : 1978-79

Costs ($)
Percent 
of Total

30 FTE* residents** 517,000 34
7.84 FTE physician faculty** 454,000 29
4.8 FTE nonphysician faculty** 105,000 7

0.3 FTE nutritionist 
0.8 FTE medical social worker 
0.6 FTE health educator 
0.5 FTE behavioral scientist 
2.6 FTE family nurse practitioners 

Academic support 55,000 4
4.0 FTE secretaries 
Faculty travel and supplies 

Operation of practice centers 334,000 18
Medical center ($150,000) 
Rural ($136,000)
External costs (see text) 124,000 8

Total 1,541,000 100

*FTE—full-time equivalent
**lncludes fringe benefits and malpractice insurance

Table  2. Patient Care Incom e, U n ive rs ity  of M issouri-C o lum bia  
Fam ily M edicine P rogram : 1978-79

Clinic
Visits

Flospital
A d m issions

Total
Billed

Charges ($)
Percent

Collected
Total

Collections

Medical 14,123 461 218,752 68 149,371
center

Rural 9,552 375 220,031 79 173,511
Total 23,675 836 438,783* 74 $322,882

^Excludes any hospital and ancillary service revenue that did not ac­
crue to the training program

identifiable program costs  was devoted  to resident 
com pensation  (including fringe benefits), one third 
to faculty physicians, and the remaining one third 
to nonphysician faculty, academ ic supports, and 
clinic operational costs .

Table 2 sh ow s that the program generated  
$438,783 in patient charges during 1978-79. 
This includes charges generated by faculty physi­
cians, nurse practitioners, and residents, but e x ­
cludes charges on b eh alf o f  the hospital and its 
ancillary serv ices w hich do not accrue to the train­
ing program. The major sources o f  charges were 
23,675 outpatient v isits at the program ’s tw o prac­

tice sites and professional fees for 836 hospitaliza­
tions for this population. Overall co llections were 
$322,882 (74 percent o f  charges). This represented 
only 21 percent o f  the identifiable program costs. 
Since the UM C program has reached a point of 
stability after eight years o f  expansion, one must 
ask a fundam ental question: H ow  atypical is the 
M issouri program?

In 1975 and 1976, a survey o f  costs and incom e3 
w as performed o f  fam ily m edicine residency pro­
grams across the U nited States by the Health 
Planning R esource Center at the U niversity of 
W yom ing. U sefu l data w ere obtained from 80 pro-
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Table  3. H o w  Atypical Is the 
M issouri Program ?

W yo m in g U niversity of
National M isso u ri-
S u rve y Colum bia

(1975-76) (1978-79)

Cost per resident 
year ($)

Patient visits per
40,782 48,833

resident year 701 789
Income per visit ($) 
Income per resident

11.75 13.64

year ($)
Income as percent

8,241 10,760

program cost 20 22

grams, including a spectrum  o f urban and rural 
programs, university, university affiliated, and 
com m unity programs (Table 3). Average costs for 
these programs in 1975-76 totaled $40,782 per resi­
dent per year. B y com parison , in 1978-79 the 
UMC program identified similar costs o f  $51,333 
per resident per year w hen an inflation factor was 
taken into consideration. The survey found that 
the average program had 701 patient visits annu­
ally per resident com pared with 789 in the M is­
souri program. The average program experienced  
an 83 percent co llection  rate and generated $8,241 
incom e per resident per year. Three years later, 
the UM C program generated $10,760 o f  patient 
care incom e per resident per year.* In summary, 
this national survey o f  80 programs demonstrated  
that the average program generated only 20 per­
cent o f  total program costs through family practice 
patient incom e. One is forced to conclude that the 
M issouri program is not atypical.

At least three alternative explanations might be 
used to explain w hy family practice residency pro­
grams seem  to retrieve such a small proportion o f  
their costs  through patient care incom e. Perhaps 
program costs  are too high. Perhaps patient vol­
ume is too  low . Perhaps it is unrealistic to expect

*Cost based reimbursement that the hospital receives for 
services of resident physicians is excluded from calcula­
tions of income to the program in both the Missouri data 
and the Wyoming national survey. This income for services 
by residents provided largely on rotation in other special­
ties should form a basis for the hospitals' contribution to 
residency costs as is discussed later.

incom e from the family practice patient population  
to fund more than a portion o f  program costs.

A Theoretical Cost and Income Model
To exam ine these three h ypotheses, it seem ed  

appropriate to develop a theoretical m odel for 
family m edicine residency program costs. Two  
sets o f  guidelines were considered in developing  
such a m odel. The R esidency A ssistance Program  
(RAP)—jointly sponsored by the Am erican A cad­
em y o f  Family Physicians, the S ociety  o f  Teachers 
o f  Family M edicine, the American Board o f  Fam ­
ily Practice, and the Family Health Foundation—  
has established one set o f  criteria.4 Federal 
requirements for eligibility for training grant funds 
form another set o f  very relevant gu idelines.5 To 
illustrate, Table 4 lists recom m endations and re­
quirements for faculty staffing o f  family practice 
programs as extracted from the two sets o f  guide­
lines.

Are Program Costs Too High?
Incorporating RAP and federal guidelines, theo­

retical staffing patterns and other costs for the UM C  
residency program were established for 1978-79 
(Table 5). Resident stipends, including fringe bene­
fits, are those which w ere experienced . According  
to the guidelines, minimum faculty requirem ents 
for a program o f 30 residents w ould be a full­
time director and five full-time equivalent family  
physicians. The salary o f  one half-time equivalent 
physician in other specialties w as added to reflect 
conservatively the costs o f  direct consultative  
support to the family practice centers. It w as as­
sumed that the program would have no direct 
costs for rotating residents on other specialty serv­
ices other than resident salaries. For behavioral 
scientists, 1.25 full-time equivalents represented  
the minimum federal requirem ents. The conserva­
tive estim ate o f  two other nonphysician faculty  
reflects direct and essential contributions to the 
residency by nurse practitioners, health educa­
tors, nutritionists, clinical pharm acists, and so on. 
In com puting dollar am ounts, faculty salary levels  
at the U niversity o f  M issouri-C olum bia were 
used.

The guidelines do not explicitly address som e 
categories o f  training costs which must be funded. 
A cadem ic support costs were calculated on the 
basis o f  one secretary for every four faculty m em ­
bers and $1,000 per year o f  travel and other
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Table  4. S tandards fo r Fam ily M edicine Residencies

Faculty
Residency Assistance 
Program  G uidelines

Federal Training 
G rant

Requirem ents

Family practice Director + Director + 1 FTE/6
physicians 1 FTE*/6 residents

Other physicians
residents

Adequate Reasonable number

Behavioral
compensation 

Skill in One-fourth FTE/6
scientists human behavior residents

Other Nurse, nutrition Nurse practitioner,
social worker nutritionist, 

social service worker

*FTE—full-time equivalent

Table  5. Theoretical Cost M odel for the 
U n ive rs ity  of M issouri-C o lum bia  

Fam ily M edicine Program  1978-79

Full-tim e
Equivalents Costs ($)

Residents 30.0 517,000
Physician faculty 376,000

Family physicians 6.0
Other physicians 0.5

Nonphysician faculty 71,000
Behavioral

scientists 1.25
Other professions 2.00

Academic support NA 35,000
Operation of model

clinic NA 320,000
Total 1,319,000

academ ic exp en ses per faculty m em ber. Clinic 
operational c o sts , including staffing, clinic sup­
p lies, and other overhead, w ere calculated on  
the basis o f  50 percent o f  projected theoretical 
clinic gross revenue. This estim ate, w hile unreal­
istically  low  for a training center, is based upon the 
experience o f  private fam ily physicians for whom  
office overhead typically runs 40 to 50 percent o f  
gross ch arges.6

Total costs for this theoretical m odel o f  a resi­
dency program for 30 residents in 1978-79 are 
$1,354,000, an average o f  $45,133 per resident per 
year, or only 12 percent less than the cost actually  
incurred by the UM C program in that year. R ec­

ognizing that every effort has been m ade to keep 
these theoretical co sts  conservative— perhaps un­
realistically conservative for m any programs— it 
appears that average program costs  encountered  
by fam ily m edicine programs are quite reasonable. 
Program costs  are not too high if  one seeks to 
ach ieve minimum RAP and federal criteria for a 
quality program.

Is Patient Volum e Too Low?
A theoretical m odel o f  patient volum e also can 

be built upon RAP and federal guidelines. Federal 
training grants require that a minimum o f  25 per­
cent o f  resid en ts’ tim e be spent in continuity prac­
tice. To increase the potential for patient income, 
it w as elected  in the theoretical m odel to provide 
30 percent o f  the resid en ts’ tim e in the practice 
center with tw o, three, and four half-day sessions 
per w eek  in the first, secon d , and third years 
o f  residency, respectively . R esidency A ssistance  
Program guidelines suggest that first year resi­
dents see 3 to 5 patients per session , that second  
year residents see 5 to 10 patients, and that third 
year residents see 10 to 15 patients per session. 
Taking the m idpoint o f  the ranges, the m odel was 
built based upon the expectation  that first, second, 
and third year residents w ould average 4, 8, and 12 
patients, resp ectively , per session . Further, two 
session s o f  practice per w eek  w ere assum ed for 
faculty in order to maintain their own practice 
skills. A s com puted in Table 6, this theoretical 
practice m odel w ould provide 45,080 clinic visits
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Table  6. Theoretical Productivity M odel for a Fam ily Medicine 
Training Program

Clinic 
Sessions 
per Week

Patients
per

Session
N um ber of 
Providers

Total
Visits*

Residents
First year 2 4 10 3,680
Second year 3 8 10 11,040
Third year 4 12 10 22,080

Faculty 2 15 6 8,280
Total 45,080

^Excludes vacations and holidays (46 weeks per year)

per year for a program with 30 residents, meaning 
that 1,502 visits per resident per year would occur. 
This should be com pared with the 701 patient v is­
its per resident per year actually reported in the 
Wyoming national survey o f  80 programs.

H ence, one m ust conclude that patient volume 
in the majority o f  family m edicine residencies is 
much below  RAP guidelines. In a later section, 
some o f  the reasons for this finding will be 
discussed.

Are Patient Care Income Expectations 
Unrealistic?

R evenue for this theoretical model was calcu­
lated using charges o f  the U niversity o f  M issouri- 
Columbia’s tw o practice centers. Charges, calcu­
lated by dividing total charges for inpatient and 
outpatient care by total clinic v isits, averaged 
$18.53 per v isit. (F ee schedules are maintained at 
levels com parable to private family physicians in 
the m id-M issouri region.) A ssum ing a theoretical 
collection rate o f  85 percent, program collections  
would total $710,032 for the 45,080 clinic visits 
assumed in this m odel. This theoretical incom e 
would average $23,668 per resident year compared  
with only $8,241 patient care incom e per resident 
year in the 1975-76 national survey. This discrep­
ancy is due primarily to the low  patient volume 
issue identified earlier.

H ow ever, to answer the question regarding in­
com e exp ectations, one must com pare the theoret­
ical $23,668 patient care incom e per resident year 
with the theoretical $45,133 o f  program costs per 
resident per year. Even in theory, fee structures 
and costs similar to those in m id-M issouri would  
not permit patient care incom e to fund much more
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than one half o f  the cost o f  training. A ctually, as 
the W yoming national survey sh ow s, funding 50 
percent o f  costs from patient care incom e is an 
unrealistic expectation.

Discussion
The rule o f  thumb that the total co st o f  training 

a family m edicine resident now exceed s $40,000  
per resident year is probably conservatively lo w .7 
Considering inflation, data presented in this paper 
indicate that average total cost per resident year 
will significantly exceed  $50,000 in the 1980-81 
academ ic year. Further, the theoretical m odel de­
veloped in this paper suggests that total program  
cost is not amenable to w holesale reduction, given  
the external criteria which m ost programs would  
wish to m eet.

In assessing the applicability o f  the theoretical 
m odel to other family m edicine programs in other 
regions, one might appropriately question the de­
gree to which m id-M issouri salaries and fees are 
representative. R esident stipends at the U niver­
sity o f  M issouri-C olum bia in 1978 w ere 6 percent 
below  the national average.8 Fam ily physician  
faculty salaries w ere at the 50th percentile o f  fam­
ily physician faculty nationally receiving base and 
supplemental salary com p onents.9 F ees charged 
both in the office and in the hospital for the two 
practice centers are virtually identical to average 
national figures for nonm etropolitan and for urban 
family physicians.6

Prior studies o f  primary care training have not 
exam ined total program costs , and data do not re­
flect the degree to which family m edicine pro­
grams m eet RAP and federal guidelines. The m ost 
com plete report o f  a primary care program ana-
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lyzed  the increm ental co sts  o f  adding a primary 
care internal m edicine residency track to an ex ist­
ing internal m edicine residency at H arvard.10 
Their m onthly co st per resident in 1975-76 for 
the six m onths o f  each  year spent in the am bu­
latory setting w as $3,270. W hile the basis for ca l­
culating these co sts  is not com parable to the basis 
at the U niversity  o f  M issouri-C olum bia, the fig­
ures do suggest that training costs in primary care 
internal m edicine are o f  the sam e order o f  m agni­
tude as those in fam ily m edicine. M ost other re­
ports, aside from the 1975-76 W yom ing survey o f  
fam ily practice resid en cies quoted in this paper, 
have em phasized the per v isit or per session  costs  
o f  providing the am bulatory com ponent o f  train­
in g .1114 The typical fam ily practice program also  
m ust find funding for educational and administra­
tive costs to cover the full scope o f  residency train­
ing, including resident stipends for specialty and 
inpatient training, w hile at the sam e tim e maintain­
ing staffing standards as reflected  in R esidency  
A ssistance Program and federal staffing guidelines.

If total program cost for fam ily m edicine train­
ing is in e x c ess  o f  $50,000 per trainee year, then  
what portion can reasonably be exp ected  to com e  
from  the fam ily practice patient incom e? The theo­
retical m odel described in this paper im plies a 
m axim um  o f  50 to 55 percent. H ow ever, to exp ect  
to ach ieve such a proportion nationally is probably 
unrealistic because o f  low  patient volum es and 
th e n e ce ss ity  o f  m aintain ing lo c a lly  co m p eti­
tive fee  schedules. The W yom ing fam ily practice 
national survey show ed  the average program  
yielded  $8,241 per resident year, or only 20 per­
cent o f  1975-76 costs . Interpretation o f  the R ock­
ford data suggests they generated $15,450 per 
trainee year in 1976-77.14 Only the Harvard 
primary care internal m edicine program has indi­
cated  that a figure as high as 75 percent o f  program  
co sts  is being m et through patient in com e.10 Their 
co sts , how ever, reflect on ly the increm ental costs  
o f adding the ambulatory com ponent to the resi­
dency, and their incom e has been high in com parison  
with other programs as a result o f  a prospectively  
determ ined cost-based  third party reim bursem ent 
sy stem  (person al com m u n ication  w ith  R obert 
Law rence, M D, Harvard Medical School, M ay 1, 
1981).

The theoretical m odel suggests that 1,500 pa­
tient v isits per resident year would be needed to 
generate about one half o f  theoretical program
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costs  at m id-M issouri fee schedules. Few  pro­
gram s actually have that many v isits. The 80 pro­
gram s in the 1975-76 W yom ing survey averaged 
only 701 visits per resident year. A  review  o f the 
1980 N ational R esidency D irectory indicates that 
only 24 percent o f  290 fam ily practice programs 
reported m ore than 1,500 visits per resident.15 
Only 45 percent o f  them  exceed ed  the 835 visits 
per resident year necessary  to ach ieve one third of 
theoretical program costs . The m edian in the 1980 
directory is on ly slightly higher than the 701 visits 
averaged in the 1975-76 fam ily practice national 
survey.

The ability o f  programs to increase patient visits 
appears to be lim ited. In order to obtain adequate 
educational opportunities for residents in multiple 
sp ecia lties, programs tend to be located in areas of 
physician surplus. Thus, programs m ust compete 
for a fam ily practice population and tend to be at a 
disadvantage. For exam ple, resident schedules 
m ake it virtually im possible to assure the degree of 
patient-physician continuity that m any patients 
desire. M any patients m ay prefer care by a practic­
ing physician over care by a resident under faculty 
supervision. Further, programs within large teach­
ing hospitals often  have difficulties making the 
practice center as efficient and attractive as the 
setting o f  a private physician. In addition, com pe­
tition is increased w henever residency graduates 
settle in the local com m unity and take their pa­
tients with them .

Programs fortunate enough to have a surplus of 
patients still have com prom ises to m ake in order 
to dram atically increase resident productivity. In­
creasing the number o f  am bulatory session s per 
w eek  can be done only at the exp en se o f  rotations 
in other specialties and other educational activi­
ties. The value o f  learning how  to handle a large 
volum e o f  patients m ust be balanced against edu­
cational tim e with faculty. An earlier study16 at 
one o f  the U niversity o f  M issouri-C olum bia sites 
dem onstrated that residents with an increased pa­
tient load react in a predictable w ay. They reduce 
the am ount o f  time spent with individual patients 
and in consultation with supervising faculty. Car­
ried to extrem es, a dem and for higher resident 
productivity at the exp en se o f  learning opportu­
nity is detrim ental to overall training goals.

The second  cause o f  limited incom e potential 
for fam ily m edicine residencies lies in the fact that 
fees m ust be com petitive with the private sector
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even though co sts  are greater. In m ost parts o f  the 
country, the self-paying patient is the predominant 
payment m echanism  for am bulatory services. If a 
program m ust com pete to maintain a minimum  
volume o f self-paying patients for its educational 
program, it is unlikely to be overly aggressive in 
setting fees. In a few  settings, training programs 
enjoy a patient population that has extensive pre­
paid or third party coverage for ambulatory care. 
To illustrate the financial im pact, it is interesting 
to com pare the average collections per visit in the 
1975-76 W yom ing fam ily practice survey with the 
1975-76 Harvard primary care internal medicine 
study. The average fam ily practice program co l­
lected $11.70 per patient v isit vs the $22.40 in the 
Harvard program, w hich received  prospectively  
determined co st based reim bursem ent in a setting 
where a high proportion o f  patients had third party 
coverage.

While this theoretical m odel suggests that 50 to 
60 percent o f  total program costs might com e from  
patient incom e, the em pirical evidence implies 
that only a m inority o f  programs will be able to 
achieve this level o f  incom e. B ecause o f  the un­
controllable constraining factors d iscussed earlier 
that keep costs  high and patient care incom e low , a 
realistic objective for m ost programs would be to 
obtain 25 to 30 percent o f  total program costs from 
income for services to the family practice patient 
population. Increased productivity will be re­
quired to ach ieve even  this objective.

What then are the potential sources o f  funds to 
meet the remaining costs?  For practical purposes 
other sources o f  incom e are limited to hospital 
support, state appropriations, and federal grants.

According to the 1975-76 W yom ing survey, 60 
percent o f  residencies received subsidies from  
affiliated hospitals or universities as a source o f  
recurring operating revenues. The hospital has 
multiple rationales for supporting the program. 
House staff render serv ices for which the hospital 
receives cost based reim bursem ent. The family 
medicine program increases hospital utilization 
both through direct adm ission and referral. L ess 
tangible benefits to the hospital are those associ­
ated with enhanced quality o f  care, potential for 
increased referrals from graduates w ho settle in 
the region, and com m unity recognition that the 
program addresses a real societal need.

There are major d isincentives for hospital sup­
port, how ever. The primary care training em pha­
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sis concentrates resident activities in the clin ics, a 
poor incom e producing area. In teaching hospitals, 
residents in other specialties working in high in­
com e producing areas may provide services gen­
erating more revenues for the hospital. Further, 
com petition ex ists among specialties for a limited  
number o f  house staff salaries. The allocation o f  
resident positions among specialties may relate 
more to hospital patient care needs than to overall 
societal needs. All in all, it is likely that future 
pressures for cost containm ent fostered by mar­
ketplace com petition increasingly will force teach­
ing hospitals to exam ine residency training as a 
purely financial consideration rather than as a con ­
tribution to society.

Objective data are unavailable as to the hospi­
tal’s “ fair share” o f  the total cost o f  family m edi­
cine training, and in any event, the proportion 
would vary from institution to institution as a 
function o f  its cost-based reim bursem ent con ­
tracts. H ow ever, it does appear that hospitals 
cannot be expected  to pay all the family m edicine 
training costs not covered  by patient fees from the 
family practice population.

If one assum es that an average o f  two thirds o f  
program costs can be derived from the hospital 
and the family practice patient population, one 
third still remains. (This assum ption is based upon 
35 to 40 percent o f  program costs being reim­
bursed to the hospital on a cost basis for resident 
salaries, etc, and 25 to 30 percent o f  program costs  
being derived from family m edicine patient in­
com e.) The only current sources o f  the remaining 
third are specific state and federal support. Since 
family practice residency programs recruit na­
tionally, and graduates often enter practice outside  
the state in which they are trained, there is sound  
argument for sustaining federal support for family 
m edicine training. The m ost effective m echanism  
is not clear. Training grants have been critically 
important in program developm ent but lack the 
funding predictability necessary to ensure pro­
gram financial stability. Capitation funding for res­
ident education appears to be a logical next stage 
for federal support. Capitation would elim inate 
som e o f the jeopardy im plicit in renewal o f  training 
grants for programs m eeting stipulated require­
m ents such as those already established for federal 
training grants. Y et, capitation also would be con ­
tingent upon the vagaries o f  annual federal appro­
priations.
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M any m ight argue that ultimate solutions rest 
w ith third party reim bursem ent. This m echanism  
has w orked w ell in the inpatient setting becau se 90 
percent o f  the population is covered  and, co n se­
quently, co sts  o f  graduate m edical education are 
spread across the entire population. But only  
slightly m ore than one half the nation’s population  
has insurance coverage for the am bulatory setting, 
and even  then, individuals m ust pay sizable de­
ductibles and coinsurance. Charges to am bulatory  
patients that reflect the com bined costs  o f  patient 
care and education cannot be com petitive with the 
private sector. If charges are not com p etitive, pro­
grams have no chance o f  attracting the practice 
base needed  for training and revenue generation. 
U ntil a higher proportion o f  am bulatory care is 
uniform ly reim bursed by third parties, a m odifica­
tion o f  the M edicare and M edicaid law s could be 
o f  partial assistance. (One exam ple is contained in 
Section  502 o f  H ou se Bill HR 6802, a proposal 
w hich w ould perm it M edicare and M edicaid to 
reim burse for the com bined costs o f  patient care 
and residency training w hile other patients would  
be exp ected  to pay only locally  com petitive  
charges.) B eyond  tem porary m odifications, it is 
critically important that any major overhaul o f  the 
national health care financing system  consider the 
special considerations inherent in providing pri­
mary care training.

Conclusions
In sum m ary, patient care incom e cannot and 

will not be able to finance fam ily m edicine resi­
d en cy  training within the foreseeable future. The 
future o f  fam ily m edicine education is highly de­
pendent upon a w idespread understanding that its 
financing needs are different. Fam ily m edicine has 
been supported as a national priority with high 
standards for training and certification, a potential 
for overcom ing m aldistribution problem s, and an 
em phasis upon am bulatory rather than exp en sive  
inpatient care. In a sen se , these are societal as well 
as program goals, and a continued sharing o f  the 
costs  o f  training is essential.

A  reasonable funding objective w ould be for a 
program and its sponsoring hospital to generate 
tw o thirds o f  total co sts . The remaining third m ust 
com e from som e com bination o f  state and federal 
sources. E ven  this pattern o f  funding will be diffi­
cult to ach ieve, since m ost programs do not have
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a sufficiently large patient population, teaching 
hospitals face increasing pressures for cost con­
tainm ent, and no long-term  plan for continuing 
federal support for fam ily m edicine education cur­
rently ex ists .

One may differ with the num bers presented 
here, and different primary care programs admit­
tedly will have different n eed s, but the analysis in 
this study appears to be typical o f  m ost family 
m edicine programs. It is critical that policy makers 
in m edicine and in governm ent recognize the 
m agnitude o f  the d iscrepancy betw een  costs and 
incom e potential in primary care training. Without 
that understanding and support, fam ily medicine 
programs in this country face a bleak future.
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