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ASSOCIATION OF AMERICAN MEDICAL COLLEGES

SUITE 200, ONE DUPONT CIRCLE, N.W., WASHINGTON, D.C. 20036

MEETING SCHEDULE
COUNCIL OF ACADEMIC SOCIETIES

ADMINISTRATIVE BOARD

• March 24, 1976

5:00 p.m. Business Meeting Jackson Room
Washington Hilton

7:30 p.m. Cocktails Independence Room

8:30 p.m. Dinner Jackson Room

8:30 a.m.

1:00 p.m.

Guest Speaker: Mr. Steve Lawton, Counsel
Subcommittee on Public Health
and Environment, House

Mardi 25, 1976 

Discussion Session
(Coffee and Danish)

Guest Speaker: James A. Pittman, M.D., AAMC
Representative to LCGME, Dean,
University of Alabama School of
Medicine

Joint CAS/COD/COTH/OSR
Administrative Boards
Luncheon

Executive Council
Business Meeting

4:00 p.m. Adjourn

Jackson Room

Military Room



N
o
t
 t
o 
be
 r
ep

ro
du

ce
d 
wi
th
ou
t 
pe
rm
is
si
on
 

D
o
c
u
m
e
n
t
 f
ro
m 
th
e 
co
ll
ec
ti
on
s 
of
 t
he
 

AGENDA
COUNCIL OF ACADEMIC SOCIETIES

ADMINISTRATIVE BOARD

March 24-25, 1976

. REPORT OF THE CHAIRMAN

II. ACTION ITEMS 

*1. Approval of Minutes of CAS Administrative Board Meeting
of January 13-14, 1976 1

*3.

• All Action Items in Executive Council Agenda
(previously distributed)

Peer Review System of the National Institutes of Health 15

*4. Biology Alliance for Public Affairs 16

*5. The Academic Community and the Food and Drug Administration 18
(with Steve Lawton as Guest Speaker)

III-. DISCUSSION fTEMS 

*1. Proposed CAS Legislative Workshop 21

IOM Social Security Studies: Medicare-Medicaid
Reimbursement Policies (previously distributed)

+3. Graduate Medical Education 22
(with Dr. James Pittman as Guest Speaker)

IV. INFORMATION ITEMS 

*1. Information Items in Executive Council Agenda

*Business Session -- 5:00 p.m. - 7:30 p.m./March 24
+Discussion Session -- 8:30 a.m. - 12:30 p.m./March 25
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MINUTES
ADMINISTRATIVE BOARD

COUNCIL OF ACADEMIC SOCIETIES

January 13-14, 1976

Washington Hilton Hotel
Washington, D.C.

PRESENT: Board Members 

Rolla B. Hill
Chairman (Presiding)

Robert M. Berne
F. Marion Bishop
A. Jay Bollet
Carmine D. Clemente
Jack W. Cole
Philip R. Dodge
Donald W. King
Thomas K. Oliver, Jr.
Leslie T. Webster*

ABSENT: Daniel X. Freedman
Robert G. Petersdorf**

p.m.
The business meeting of the CAS
on January 13.

Staff 

James B. Erdmann*
Mary H. Littlemeyer
Thomas E. Morgan
Mignon Sample
August G. Swanson

Administrative Board was convened at 5:00

I. Report of Chairman 

Opening the meeting, Dr. Hill welcomed the new members of the CAS Adminis-
trative Board: Philip R. Dodge, M.D., Chairman, Department of Pediatrics,
Washington University School of Medicine; and Donald W. King, M.D., Chairman,
Department of Pathology, Columbia University, College of Physicians and Surgeons.
Drs. Dodge and King were elected to one-year terms on the Board. The other
newly elected member of the Board, Daniel X. Freedman, M.D., Chairman, Depart-
ment of Psychiatry, University of Chicago Pritzker School of Medicine, was un-
able to attend the meeting. Dr. Freedman's term expires in 1978.

Dr. Hill reviewed the format for the quarterly CAS Administrative Board
meetings for the benefit of Drs. Dodge and King. In this connection, he noted
that two of the actions that came out of the issues section of the CAS Adminis-
trative Board in September had not been included in the January Executive Coun-
cil Agenda. These were, first with regard to Continuing Medical Education, the
CAS Administrative Board had agreed in September that:

1. AAMC should work toward developing alternatives to relicensure
based solely on continuing medical education credits;

*January 14 only
**Ex Officio
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2. AAMC should asess opportunities and problems which moves -
toward mandated continuing medical education will place be-
fore medical schools and faculties; and

3. AAMC should work with the major voluntary agencies in ac-
complishing (1) and (2); and

secondly, with reference to Biomedical Research Training, the CAS Adminis-
trative Board had agreed in September that:

1. The feasibility of the accreditation of research training
programs should be explored;

2. Multidisciplinary programs should be supported as a means
to training more broadly capable scientists; and

3. The AAMC should work with other organizations such as the
NAS, NIH, etc. to achieve long-term solutions to the re-
search manpower problem and its support.

The reason for the omission of these two items was not known.

The Annual AAMC Retreat was held December 10-12, 1975. Each year the newly
elected officers of the Association meet with the AAMC Executive Staff to
discuss priorities of the AAMC for the coming year.

The current status of health manpower legislation was discussed, and AAMC's
position was examined in view of the various concepts pertaining to the
legislation now being considered by the Senate Health Subcommittee. It
was decided that the Association would continue to meet with members of the
Subcommittee in order to make its views and concerns clear to the entire
membership of the Health Subcommittee. The future role of the newly formed
National Citizens Advisory Committee for the Support of Medical Education
was discussed, and a list of possible national issues for their consideration
was compiled.

Other items on the retreat agenda which were discussed dealt with the Medi-
cal College Admissions Assessment Program; the possibility of the AAMC
sponsoring or promoting a critical review of the education of the physician,
which would include a thorough investigation and analysis of education at
the pre-medical, undergraduate medical, graduate medical, and practicing
levels; the status of minority enrollments in medical schools; the roll of
the Organization of Student Representatives as a constituent of the AAMC;
financing education in the ambulatory care setting; the problems associated
with indirect costs of research; and how the AAMC might assist its memberinstitutions in efforts related to the implementation of the National Health
Planning and Resources Development Act.

As part of AAMC's centennial celebration one plenary session at the 1976
Annual Meeting will be devoted to the subject of medical education past
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and future. The Annual Meeting will be in San Francisco, November 11-15.

Dr. Hill expressed concern that biomedical research was not among the
issues included in the agenda. He said the role and mission of the CAS
are of continuing concern to him.

II. Adoption of Minutes 

The minutes of the CAS Administrative Board meeting of September 17-18,
1975, were adopted as circulated.

III. Act
y
ion Items 

A. Ratification of LCME Accreditation Decisions

In connection with the discussion of this item, the function of the
Administrative Board relative to the accreditation decisions was ex-
plained. Full information with regard to the accreditation of medical
schools is provided to the CAS representatives to the Executive Council.

A list of the representation to the Coordinating Council on Medical
Education, the Liaison Committee on Medical Education, and the Liaison
Committee on Graduate Medical Education appears as Attachment A.

ACTION: The CAS Administrative Board accepted the accreditation recommen-
dations (as set forth in the Executive Council Agenda on pages
27-28).

B. LCME Appeals Panel

ACTION: The CAS Administrative Board took no action on this item (as set
forth in the Executive Council Agenda on page 29).

C. 1976 Budget for the Coordinating Council on Medical Education

As shown in Attachment A, five organizations comprise the Coordinating
Council on Medical Education. The expenses are borne equally among
these five organizations. As noted in the agenda, the 1976 budget was
slightly increased over that of 1975.

ACTION: The CAS Administrative Board approved the 1976 budget for the CCME
(as recommended in the Executive Council Agenda on page 30).

D. 1976NBudget for the Liaison Committee on Graduate Medical Education

Dr. Swanson explained some of the background of the rationale outlined in
the Executive Council Agenda (p. 31). One of the changes proposed, that
average travel reimbursement be limited to no more than $350 per person
for each two-day Residency Review Committee meeting, prompted Dr. Dodge
to comment that from a recent assessment of his program, he has real con-
cerns as to the quality of the evaluation. Dr. Swanson said he sees some
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progress being made, although by the nature of the process, it willtake time to accomplish what needs to be done.

Most of the site visits are made by A.M.A. field staff, consistingof eight people described as a heterogeneous group of retirees. Theyare not located in A.M.A. headquarters but operate out of their ownhomes. Increasingly they have been involving a member of the disci-pline recognized as an educator in the survey. Accreditation is stillon a program-by-program basis, includes over 4,700 programs, and isnot of the same quality of that of the medical schools. The way thesystem works now, programs are accredited by members of the ResidencyReview Committee based on a field site visit or a special site visit.The secretary of the Residency Review Committee writes a letter ofrecommended action. Subcommittees of the Liaison Committee on Gradu-ate Medical Education review all the letters of recommendation. Ifany of the information under review is irregular, the recommendationwill be turned back to the Residency Review Committee.

Dr. Bollet indicated that in internal medicine the Residency ReviewCommittees are nominated by the American Board of Internal Medicine.According to Dr. Swanson, the appointment of the Residency ReviewCommittees is by the A.M.A. Council on Medical Education based on nom-inations from both the boards and the principal colleges.

In a further discussion of the quality of the review and subsequentaction, Dr. Oliver reported his experiences as a reviewer of a programthat he recommended not be approved. The program was approved despitehis recommendation. Dr. Swanson indicated that, with the new system,such a situation would have been referred back to the Residency ReviewCommittee.

Dr. James Pittman, who chairs the Liaison Committee on Graduate Medi-cal Education, will be invited to the next Board meeting to discussthis issue. Dr. Bollet suggested that as much substantive backgroundmaterial be circulated ahead of time as possible.

ACTION: The CAS Administrative Board approved the 1976 budget for theLCGME (as recommended in the Executive Council Agenda on page31).

E. Election of COTH Members

ACTION: The CAS Administrative Board took no action on this item (as setforth in the Executive Council Agenda on page 32).

F. CCME Report--Physician Manpower & Distribution: The Role of theForeign Medical Graduate

This report had been approved by all the members of the CCME exceptfor the three items listed, to which AAMC had objected. The CCMEhad asked AAMC to reconsider the items. The following action wastaken:
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ACTION: With regard to Item A-4, the CAS Administrative Board approved
the Alternate Wording (proposed by CCME):

"That commencing one •year following the adoption of this report
the sponsorship of FMG's coming to the U.S. for graduate medi-
cal education as exchange visitor physicians be limited only to
accredited U.S. medical schools together with affiliated hospi-
tals or other accredited schools of the health professions."

With regard to Item B-11, the CAS Administrative Board approved
the Alternate Wording (proposed by CCME):

"That on an interim basis special programs of graduate medical
education be organized for immigrant physicians who have failed
to qualify for approved residencies and who have immigrated to
this country prior to January 1, 1976. (This time restriction
does not apply to physicians entering the U.S. with Seventh
Preference visas (refugees).) Immigrant physicians applying to
such programs must present credentials acceptable to the sponsor-
ing agencies; the purposes of these special programs are:

a. to provide a proper orientation to our health care system,
our culture and the English language, and

,41) b. to identify and overcome those education deficits that
handicap FMG's in achieving their full potential as phy-
sicians in the U.S. health care system; and"

With regard to Item C-6, the CAS Administrative Board supported
the Alternate Wording (from AAMC Policy):

"That the special programs currently offered by some medical
schools commonly called The Fifth Pathway Program should be phased
out. Qualified U.S. citizens who have studied medicine abroad
should be provided the same educational opportunities and recog-
nition as their colleagues who enter U.S. medical schools directly.
If resources can be made available, qualified students should be
selected by the faculty and admitted to advance standing. Their
levels of admission should be determined by the policies of the
faculty, and they should be provided the regular educational
opportunity and challenge deemed necessary for the awarding of
the M.D. degree."

In the event that the AAMC above Alternate Wording is unaccept-
able to the other official bodies, then it would be the recommen-
dation of the CAS Administrative Board that the Item C-6 be
deleted (as set forth in the Executive Council Agenda on page 34).
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G. Association Membership in the Federation of Associations of Schools
of the Health Professions

The Administrative Board reviewed the problems that had occurred in
the attempt by FASHP to engage in legislative activities. It was
generally felt by the AAMC Executive Committee that the Association
should continue to send a staff member to Federation meetings but
should not participate in any joint legislative activities. It was
generally felt that the Federation should be a colloquium for dis-
cussion but should not be involved in the development of legislative
policy.

ACTION: The CAS Administrative Board approved the recommendations

1. that the Executive Council communicate to the officers
of the Federation a recommendation that the Federation
refocus its interests on substantive educational issues
and formally agree not to serve as an organization ac-
tively developing policy on legislative issues; and

2. that if the Federation decides not to refocus, its ef-
forts, the President be authorized to withdraw the
Association from membership.

H. Application for Membership

ACTION: The CAS Administrative Board accepted the reports of the
formal review of the application for membership in the
Council of Academic Societies of the American Association
of Gynecologic Laparoscopists that membership be denied on
the basis that the primary focus of the organization is
technical not academic.

I. Position Paper of National Advisory Council on Geriatric Medical
Programs

The CAS Administrative Board considered the position paper in the
CAS Agenda (p. 16).

ACTION: Regarding the composition of specific curricula, no matter
how commendable a program may be, it is inappropriate for the
CAS Administrative Board to recommend its adoption by the
medical schools. Rather, the CAS Administrative Board en-

• courages any constituent societies to communicate their recom-
mendations directly tothe medical schools.

J. CAS Spring Meeting

Because of the heavy schedule of professional meetings and the fact
that a one-day meeting in Philadelphia could not fulfill the desires
of the Board to improve the interactions of member societies with
federal agencies, it was decided to cancel the March 16 meeting. It
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was further decided to explore the development of an alternative
meeting in Washington, D.C. specifically directed towards those
individuals in the member societies who will have significant
and long-term involvement with the societies' legislative and
governmental concerns. A one-day workshop format will be scheduled
if possible, with participants convening informally the evening be-
fore the sessions.

IV. Discussion Items 

A. Report of Joint Task Force on Manpower in Pathology

Increasingly, manpower studies are being undertaken by a variety of
professional organizations and specialty societies in both the basic
and the clinical sciences. The report of the Task Force on Manpower
in Pathology was included in the CAS Administrative Board Agenda as
an example of one of these studies. At the present time, the American
Board of Internal Medicine, the American College of Physicians, the
American Society of Internal Medicine, and the Association of Chairmen
of Departments of Medicine are planning a major survey of manpower
in Internal Medicine and its 10 subspecialties. The study director
has been contacted by AAMC staff, and cooperation is assured. AAMC
staff believe that because the Association and its constituents have
prime responsibility for the education of physician manpower and bio-
medical research manpower, AAMC should have a prime objective to
assist in the coordination of manpower studies. The advice of the
Board and any information regarding other manpower studies now in
progress or being contemplated was sought.

Dr. Morgan suggested that any manpower study should focus on supply
because of the length of time required to produce a physician. One
can look at the supply five years ago, last year, the current supply
plus those in training, and project the supply.

According to Dr. Swanson a corollary approach is an attempt to estab-
lish a tracking mechanism through the A.M.A. physician records of
students on a national basis for several years after their graduation.

The question of whether any AAMC effort should be limited to faculty
manpower or whether it should be broad-based to include aggregate man-
power production was explored. The consensus was that the AAMC thrust
should be on faculty manpower, but that AAMC should be a repository
for data and that CAS/AAMC should be identified as interested in
knowing of any studies that are being planned or underway.

As a first step it was felt that any AAMC effort should be limited to
medicine, cooperating and capitalizing on the joint study now underway.
This affords a unique opportunity, utilizing existing AAMC staff,
to define the feasibility of any extended study into other clinical
sciences.
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A number of sources of manpower data were named, among which were:

The National Science Foundation in Washington--Good data on
the basic sciences.

The major academies and colleges
The specialty boards
The A.M.A.--Data hard to get, located in Chicago, etc.
Federal sources (e.g., NHLI has done study on manpower in

pulmonary medicine)
AAMC--Faculty Roster File (includes over 40,000 full-time

U.S. faculty)
AAMC--Longitudinal Study of Entering Class of 1956 (includes

28 medical schools--extensive data, not only biographical/
demographic but also attitudinal and on career choice character-istics

B. Survey of the Education of the Physician

Participants in the AAMC Retreat discussed at length whether theAAMC should support or promote a critical review of the education ofthe physician to include a thorough investigation and analysis of edu-cation at the premedical, undergraduate medical, graduate medical, andpracticing levels.

It was pointed out that the present situation differs from that whichexisted in medical education in the Flexner era when little informa-tion about medical schools and their problems was known. Today, throughthe accreditation process, a great deal of information about the in-stitutions is available.

Questions were raised about whether such an effort would be appropri-ate for the AAMC since it could be argued that the Association had avested interest in the outcome. It was also pointed out that such astudy could not be expected to cause a revolutionary, change, but mighthave a positive impact. It was generally agreed that the Associationshould do something with regard to the options for implementing sucha study, as presented in the Retreat agenda.

An expansion of present studies on various aspects of medical educa-tion by the Association should be continued, e.g., the education ofprimary care physicians, the admissions process. These could forman overall view of medical education. The Assocfation could attemptto get funds to carry out such studies. The Association might alsopress harder for using the accreditation visit as a means for self-study by the institution of its objectives and effectiveness of itseducational programs in achieving its goals.

The recommendations of the Josiah Macy, Jr. Foundation committee onmedical education to establish a national commission to undertake a



0

c.)

0

S=1.

-9-

continuing study of medical education were supported. This commission
could furnish a means to carry on an ongoing study of medical educa-
tion from a more disinterested vantage point. There was a general con-
sensus that this would be the best approach to the study of medical
education and that a separate independent study should not be launched
at this time.

C. MCAAP Non-Cognitive Program

Dr. James B. Erdmann of the Department of Academic Affairs was present
to expand upon the general discussion of this topic included in the
agenda and to respond to questions from the Board. To the expressed
concern of some present, Dr. Erdmann explained that the medical schools
will be involved on a voluntary basis in research and development of
the program. To the extent that they find it useful, they can employ
it. There will be no attempt to administer it in a national testing
program.

He asked for the continuing input from the Board members and solicited
their ideas.

0

V. Adjournment 

The formal meeting was adjourned at 12:30 p.m. in time for a joint
§ luncheon with the Administrative Boards of the other two councils. The

business meeting of the Executive Council followed.

c.)

8 MHL/mf
2/11/76

D. CAS Alert 

Dr. Swanson asked members if they had received the first CAS Alert 
which was distributed on January 2,1976. Dr. Bishop had had it re-
produced and forwarded to the entire membership list of the Society of
Teachers of Family Medicine on January 5, 1976. Dr. Oliver had also
disseminated it to the Pediatric Chairmen, asking for their reactions.
Members were urged to forward any additional information to Dr. Swanson.

Attachment (1)
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PEER REVIEW SYSTEM OF THE NATIONAL INSTITUTES OF HEALTH

Repeated attacks on the peer review system as employed by the
National Institutes of Health have been mounted in the Congress and
in certain parts of the Executive Branch, principally the Office of
Management and Budget. These criticisms have resulted in the for-
mation of a review committee within NIH headed by Dr. Ruth Kirsch-
stein, Director of the National Institute of General Medical Sciences.
Three national hearings have been held to receive support and criti-
cism of the peer review system.

The question is now raised whether in view of national interest
in this subject, the AAMC position on this issue should be revised.

0

.;
-0 ISSUE: HOW AND BY WHOM SHOULD BIOMEDICAL RESEARCH PROPOSALS BE

EVALUATED?-00

External peer review has been a useful tool to guide the investment
.0 of research resources into those areas which hold the greatest promise
0 for -significant yield from research. Recently, certain individuals

within the Federal Government have questioned whether the external
peer review system is a cost-effective management tool. In contrast,
the scientific community is convinced that external peer review has
been the key element in the success of our national biomedical re-
search program.

0
'a)0 PRESENT STATE OF POLICY DEVELOPMENT:

75 The AAMC has strongly endorsed the principle of external peer review
• of research proposals. The AAMC believes that external peer review

of individual project grants and contracts, as well as requests for
§ proposals, will ensure that our national biomedical research and de-

• velopment resources are allocated to problems of high relevance.5
External peer review of individual proposals utilizing scientific
merit as the primary criterion will ensure that funds are disbursed

8 within the broad policy guidelines established by the legislature.
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BIOLOGY ALLIANCE FOR PUBLIC AFFAIRS

For more than a year efforts have been made to form an "um-
brella" public policy organization to encompass the interests of
scientific organizations not now represented effectively in Wash-
ington. There has been considerable discussion as to whether the
organization should concentrate on professional or technical matters
in influencing public policy or whether its scope should be broad-
ened to include specific activities aimed at directly influencing
the legislative process. There seemed to be wide agreement that
the override of the veto of the Labor-HEW Appropriations Bill
provided evidence that the umbrella organizations presently on
the Washington scene were handling that type of activity quite
successfully. Two areas did emerge as a justification foi- an
umbrella organization. The first was to provide an opportunity
for some organizations in the life sciences for which there pres-
ently is no such organization to join in common effort to solve
problems of mutual interest. The second was to increase even
more the effectiveness of the existing organizations in a coali-
tion type activity.

Of particular interest in the matter of governance of the
organization to the AAMC and other umbrella organizations (e.g.
FASEB) would be the following points:

1. AAMC would be eligible for membership as such and
its constituent societies would also be eligible
as individual societies.

2. All would have equal status insofar as representa-
tion and voting power within the Alliance.

3. An Executive Committee of nine members would be
designated, four of which would be the umbrella
organizations as permanent members if they wish
to join; that is, AAMC, FASEB, AIDS and the
American Society of Microbiology. The remain-
ing five would be elected from the individual
societies.

4. Emphasis would be placed on developing positions
on long-range issues. There would be recognition
of and continued dependence on other types of
organizations, such as the Coalition for Health
Funding.
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Biology Alliance
Page Two

The discussions of the formation of the Biology Alliance have
been marked with ambivalence. It is doubtful whether the group's
aspirations can be achieved. As to whether another national or-
ganization is needed, there is no consensus. However, AAMC has
continued to lend its support to the Executive Committee and its
provisional Chairman; Dr. Gerald Weissmann. The Council of Aca-
demic Societies Administrative Board is now asked to give its rec-
ommendations on future relations between the AAMC the the Alliance.



-18-

D
o
c
u
m
e
n
t
 f
ro
m 
th
e 
co
ll
ec
ti
on
s 
of
 th

e 
A
A
M
C
 N
o
t
 t
o 
be
 r
ep
ro
du
ce
d 
wi
th
ou
t 
pe
rm
is
si
on
 

THE ACADEMIC COMMUNITY AND THE
FOOD AND DRUG ADMINISTRATION

In 1974, during hearings on the Food and Drug Administration
before the Senate Health Subcommittee, charges were brought by FDA
personnel that the agency had approved new drug applications in re-
sponse to industry pressure. It was alleged also that recommenda-
tions of. agency personnel had been overturned both by advisory com-

-mittees and by supervisory personnel after drug company pressure.
During the intervening two years, these allocations have been in-
vestigated in further hearings before the Health Subcommittee, in
a 900 page white paper by FDA Commissioner Alexander Schmidt, and
by a select DHEW committee headed by Dr. Thomas Chalmers. The
agency subsequently increased its scientific advisory apparatus so
that scientific advice may be obtained from the biomedical com-
munity sitting on: thirteen advisory panels (e.g., obstetrics and
gynecology, cardiovascular drugs).

The relationship of these advisory committees to the FDA de-
cision-making process has not always been clear since the agency
reserves the right to make decisions regarding clearance of appli-
cations for new drugs. Thus. in December, Senators Kennedy and
Javits introduced two bills (S.2696 and S.2697). A number of
groups were asked to comment on these Senate proposals and,short-
ly thereafter additional legislative proposals' were introduced in
the House.

The proposed Senate legislation would have three major effects
on FDA organization: It would split the present FDA into two
agencies -- one dealing with drugs and devices and the other with
food and cosmetics; it would elevate the various organizational
components accordingly; and it would attempt to upgrade the scien-
tific competence of the FDA by establishing means to bring in
scientists on a temporary basis and to provide sabbatical exper-
iences for FDA employees at academic institutions and at the NIH.
The legislation includes novel provisions relating to the employ-
ment of scientists, clinical pharmacists, and physicians in the
research development bureau of the proposed Drug and Devices Ad-
ministration. One-third of each Administration's personnel po-
sitions would be reserved for "temporary" appointments for uni-
versity scientists for periods from 2 to 4 years. Regular employees
would be entitled to take university sabbaticals for comparable
time periods and would also be permitted to spend one-third of
their working time conducting research at the National Institutes
of Health or another appropriate facility. There are logistic
problems for universities in coping with long absences of their
personnel. Likewise, the FDA employees' sabbaticals would face
many practical problems.
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Academic Community and FDA
Page Two

The idea of an NIH/FDA interface has reoccurred frequently
over the years without significant outcome, and the basic problem
appears to be that there is little incentive for scientific ex-
change as long as the principal activity of FDA scientists remains
the review of volumes of drug applications and supporting data.
At a recent AAMC workshop to review this problem of FDA scientific
competence, representatives of several academic societies supported
in general the concept that an increase in scientific competence
of FDA is desirable. The AAMC consultants rejected the Senate
proposals as unworkable from the standpoint of both the scientific
community and the agency. Considerable dissatisfaction was ex-
pressed with the present functions of FDA advisory committees by
persons familiar with the advisory process at FDA. It was sug-
gested that a number of academic disciplines should be concerned
about the relationship of the Food and Drug Administration to the
academic community. Several alternative proposals for strength-
ening scientific input were discussed. One of these suggested
that a national center for drug and medical devices be established
within FDA which would have a role similar to that of the Communi-
cable Disease Center (CDC) in Atlanta. The combination of scien-
tific competence, regulatory functions, and interstate relations
of CDC was held to be particularly relevant to FDA's needs. An-
other proposal was that the advisory committee role should be
strengthened and that "study sections" should be introduced to
assist in the review and approval of Investigational New Drug (IND)
and New Drug Applications (NDA).

Further areas of concern for academic disciplines were be-
lieved to lie in Senate proposals for increasing the scope of
regulatory powers to include post-marketing controls on the dis-
tribution of certain drugs (so-called Phase D controls). .Proposed
legislation would limit the distribution of such drugs to certain
clinical practitioners or clinical settings. For example, the use
of propanolol for hypertension would be restricted to board cer-
tified cardiologists. Thus, the drug could not be used by trans-
plantation surgeons who employ it to control hypertension after
kidney transplantation. Thus, the Phase D controls might add
competency requirements to board certification and medical licens-
ing which were not previously intended by certification and li-
censing procedures.

Proposals for the creation of a statutory Drug Review Board
were felt to be less important to the academic community provided
that the advisory apparatus of the Food and Drug Administration
could be strengthened. There was unanimity that the Food and Drug
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Administration should not be split into two agencies, however, thiswas not felt to be a primary concern of either the Council of Aca-demic Societies or the AAMC in general.

The Following Policy is Therefore Proposed:

1) The Association of American Medical Collegessupports efforts to increase scientific competence ofthe Food and Drug Administration. The Association be-lieves that the most significant advance towards thisobjective will be made by the involvement of a sectorof the academic community with the scientific personnelof the agency. The establishment of advisory councilswith functions similar to those of study sections ofthe National Institutes of Health is recommended.Further, the Association supports the establishment ofa national center for drug and medical device research.

2) The goal of limiting or controlling distributionof dangerous drugs is praiseworthy. However, the Asso-ciation believes that controlling drug distribution bycertification or licensure should be approached withthe greatest caution so as not to restrain biomedicalresearch or the clinical practice of medicine.
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PROPOSED LEGISLATIVE WORKSHOP
FOR COUNCIL OF ACADEMIC SOCIETIES

Several member societies of the CAS have expressed interest in
learning more about the legislative and executive process in health
affairs so as to be able to have greater impact at the national level.
A poll of society representatives indicated overwhelming support for
a proposed legislative workshop to be conducted this year in the Wash-
ington area. A tentative proposal for a workshop has been developed,
using as a model a recent workshop held by the American Federation
for Clinical Research which very effectively met the objective of
educating members of their Executive Council. The proposal for a
similar CAS workshop is as follows:

Each society will be requested to nominate a representative
who will have primary responsibility for legislative liaison
for at least the next two or three years. These designated
society representatives will be brought together in the Wash-
ington area during the summer Congressional recess. Thirty
to sixty participants are expected; these will be divided
into three groups. Each group will consider a representative
piece of legislation from the standpoint of the authorization
process, the appropriation process, and the executive imple-
mentation of the enacted legislation.

One group will be led by Congressional staff members draw
from the House and Senate Appropriations Subcommittees. A
second group will be led by Congressional staff from the
Health Subcommittees. Persons from the Executive Branch
who are familiar with the regulatory and management aspects
of the legislation will be group leaders of the third group.
AAMC staff will accompany each group to stimulate and focus
discussion, and to emphasize the input which each society
may make as a special interest group at each phase of the
legislative process.

Tentative agreement has been obtained from key House and
Senate Health Subcommittee and Appropriations staff per-
sonnel to participate in this workshop.
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GRADUATE MEDICAL EDUCATION

Several major issues impinge upon the integrity and the future
of graduate medical education. These issues have been discussed in
a variety of fora and it is anticipated that their discussion will
continue and become more pointed. The CAS and the AAMC must be pre-
pared to adopt positions that will assure the adequacy and quality
of graduate medical education in the United States.

During the past fifteen years graduate medical education has
increasingly become an enterprise largely conducted in hospitals
affiliated with academic medical centers as Table 1 demonstrates.
Several centers have made plans and begun to implement institution-
al responsibility for graduate medical education. In the Spring of
1974, 30 centers reported they had made a policy decision to assume
institutional responsibility, 32 believed they would, and 31 had not
yet considered the issue. A report of this survey is shown in Ap-
pendix I. These data indicate that there is a strong movement to-
wards having graduate medical education become a responsibility of
academic medicine. As this responsibility for graduate medical
education by the academic medical centers increases, it is impor-
tant that efforts be made to resolve major issues.

FINANCING 

There has been considerable uncertainty over the future financ-
ing of graduate medical education. It is estimated that stipends
alone now amount to about, $900 million annually. The Coordinating
Council on Medical Education is moving toward adopting a position
that graduate 'medical education must be funded by the health care
system as a "cost of doing business" in order to ensure the avail-
ability of future physicians and the future provision of health ser-
vices. The IOM Report on Medicare-Medicaid Reimbursement Policies
has just been released and will be reviewed by a small ad hoc com-
mittee prior to the CAS Board Meeting. A response to tha Report 
will be developed during the Board and Executive Council Meetings.
The Association has emphasized the need for improving the reimburse-
ment for patient care in ambulatory settings in order to'make both
undergraduate and graduate education more feasible in non-inpatient
clinical educational environments. The IOM Report does support that
view.

ACCREDITATION 

The Liaison Committee on Graduate Medical Education (See Ap-
pendix II) has for the past year been reviewing and approving the
actions of the Residency Review Committees. This approval of RRC
actions has in the main been based upon inconsistencies in the
record which have not made clear the reason for the RRC action to
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Graduate Medical Education
Page Two

approve or disapprove a program. During the course of this year
efforts have been made to standardize the process and procedures
of the 23 RRCs. This has moved rather slowly. There is a reluc-
tance to perturbate the system, which has evolved since the late
1940s.

Composition of RRCs 

The advent of the Liaison Committee on Graduate Medical Educa-
tion has not modified the composition of the RRCs or their manner
of appointment. Members are designated by the Boards, the Council
on Medical Education of the American Medical Association, and in
some instances by the principal college or academy of the specialty.

Essentials 

The fundamental documents upon which accreditation judgments
are made are the Basic or General Essentials and the special re-
quirements of each specialty.

The General Essentials are now being rewritten by the Liaison
Committee on Graduate Medical Education. It is the AAMC position
that these should be approved by the Coordinating Council on Medi-
cal Education and the five parent organizations. The current By-
laws of the LCGME require only approval by the RRCs and their
parent organizations (including the AMA House of Delegates), and
the LCGME. The special requirements are now developed by the RRCs
and then approved by the parent organizations of the RRCs (includ-
ing the AMA House of Delegates) before being transmitted to the
Liaison Committee on Graduate Medical Education for final approval.
No action is taken on the special requirements by the parent organ-
izations of the LCGME. The AAMC representatives have been arguing
that if the AMA House of Delegates is to have the prerogative of
acting on these documents, so should the other parent organizations
of the LCGME/CCME.

Accreditation Program and Site Visits 

There are approximately 4,800 graduate programs in about 1,500
hospitals in the United States. The review cycle for accreditation
is three years. This means approximately 1,600 programs are re-
viewed annually. Currently, the AMA has 8 field staff doing site
visits and has budgeted for 12. This requires that each field staff
person visit 130 to 200 programs per year.

Growing dissatisfaction with the quality of site visits is
causing RRCs to assign specialist site visitors with increasing
frequency. This is both increasing the costs and adding to the
burden of the review process.
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• It would appear that policy changes which would reduce the fre-
quency and improve the quality of program assessment are needed.

LCGME FINANCING 

The Liaison Committee on Graduate Medical Education budget for1976 is shown in Appendix III. Approximately one-half of income now
derives from $300 charges to programs for review, one-half comes from
the American Medical Association, and the balance is made up by otherparent organizations.

FELLOWSHIPS 

There has never been an organized system to accredit fellowship .programs in thesubspecialties, except in surgery where the sub-
specialties are organized under freestanding boards. With the de-
velopment of procedures by the specialty boards, particulary Medicineand Pediatrics, to recognize special competence there have been re-quests to develop some means of program review and approval for sub-specialty training, This is a knotty problem. If each of the 445programs in Internal Medicine offer an average of 5 programs in the10 Subspecialty disciplines in medicine, there are an estimated2,225 subspecialty programs presently in operation. There is atpresent no accurate count of the number of subspecialty programsor their enrollees It is anticipated that the study planned bythe Board, the. College, the Society and the Professors of Medicinewill provide more accurate data. If this number of program's provesto be true and were added to the present 4,800 residency programsfor review through the present process, the added burden to the sys-tem would be intolerable. A mechanism must be developed to assureboth the boards and students that fellowship programs in: the sub- ,specialty disciplines are, of optimal quality. To date.,' the Boardof Internal Medicine has promulgated guidelines for the purpose ofletting program directors know what their expectations are, but .there is no review Mechanism and there is no published list of ap-proved programs.

INSTITUTIONAL ACCREDITATION 

In its 1971 position paper on graduate medical education, theAssociation urged that there be institutional accreditation forgraduate medical education. This recommendation was not well ac-cepted, particularly by those who firmly believe that only indi-viduals from the same discipline can judge a graduate program.However, given the Byzantine characteristics of the present reviewand approval system, some movement toward institutional accredita-tion may become absolutely necessary.
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Page Four

STUDENTS 

With the housestaff seeking recognition as employees for pur-
poses of collective bargaining and the AAMC maintaining that these
individuals are students pursuing a course of instruction for pur-
poses of improving their knowledge and skills, the status of the
relationship between the faculty, the institutions, and the students
is unresolved. A decision has not been handed down by the NLRB and
it is impossible to predict how the NLRB will decide.

The narrowing gap between available first-year graduate medical
education positions and graduating students is also likely to intro-
duce new stresses into the system in the future. The graph in Ap-
pendix IV illustrates the availability of graduate medical education
first-year positions and their relationship to the increasing number
of graduates from U.S. medical schools.

TABLE 1

GRADUATE PROGRAMS IN HOSPITALS
AFFILIATED WITH MEDICAL SCHOOLS 

NO. OF PROGRAMS
NO. OF POSITIONS

FILLED IN 1ST YEAR NO. OF HOSPITALS
Affil Non-Affil Affil Non-Affil Affil Non-Affil

1962 3,118 3,055 6,803 3,824 440 1,034

1967 2,975 1,727 9,218 3,363 721 771

1972 3,953 654 15,144 1,629 1,109 453

1973 4,210 630 16,421 1,655 1,100 477
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APPENDIX I

DATAGRAM

Academic Medical Centers
And Graduate Medical Education

A position statement of the Association of
American Medical Colleges (AAMC), adopted
by the AAMC Assembly in 1971, recommends
that the academic medical centers assume re-
sponsibility for graduate medical education in
a fashion analogous to their responsibility for
undergraduate medical education (1). The
Graduate Medical Education Committee of
the AAMC published a document discussing
the implications of this policy and providing
guidelines for institutions planning to assume
responsibility for graduate medical education
(2). Guidelines were subsequently developed
to assist faculties seeking to formulate a plan
for institutional assumption of responsibility
for the various internship and residency pro-
grams in their academic centers (3).
To determine the extent to which the U.S.

academic medical centers were moving in this
direction, a questionnaire survey was con-
ducted by the AAMC in the spring and sum-
mer of 1974. Of the 115 U.S. centers included
in the survey, 103 returned questionnaires.
Their response is summarized in Table 1 to
the key question, "What consensus has been
reached to date concerning the assumption of
institutional responsibility for graduate med-
ical education at your academic medical
center?" As shown in that table, 31 of the
centers indicated that they have not considered

' this possibility, whereas 72 indicated that they
have.
In 66 of these 72 institutions the medical

center administrative staff has considered this
matter. Others involved in the deliberations
are: medical center faculty committee (47
centers, 17 of which have included residents
and fellows), Medical center governing board
(29 centers), medical center faculty at large
(19 centers), and university governing boards
(11 centers).

The six centers that either will not or prob-
ably will not pursue this development ranked
in order of importance the factors that led

to their decision. Two of the six felt that the
most important factor leading to their decision
is that the present system is good and does not
need changing. Another of the status quo re-
sponders said that the "hospitals now fund
(graduate medical education) but that the
medical school chairmen 'control' the pro-
gram." Two centers ranked as foremost in
consideration (three other centers ranked it as
second, third, and fourth in importance)
the "fact" that "faculty are not sympathetic to
concepts of selection and evaluation of resi-
dents on an institutionwide basis." Another
problem perceived as important in four centers
(one ranked it most important, two ranked it
next in importance, and one ranked it fourth)
was that the "sources of financing of graduate
medical education programs are too many
and diffuse to integrate responsibility and
authority within the institutional complex of
this medical center." Three respondents ranked
as second, third, and fifth in importance the
belief that it is not possible (for an academic
medical center) to establish program goals
and learning objectives for residency programs
on an institutionwide basis. The reluctance of
affiliated hospitals to share their responsibility
and authority was seen as a problem by two
centers, which gave this item third- and fifth-
place rankings.

TABLE I

PLANS OF U.S. ACADEMIC MEDICAL CENTERS
WITH REGARD TO ASSUMING INSTITUTIONAL
RESPONSIBILITY FOR GRADUATE MEDICAL

EDUCATION, 1974
(N = 103) ,

Definitely yes 30
Probably yes 32
Probably no 5
Definitely no 1
Currently considering 4
Have not considered 31

Total 103

409
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TABLE 2

STATUS OF PLANS For HAVING ENTIRE MEDICAL CENTER FACULTY ESTABLISH
PROCEDURES IN SEVEN AREAS AS REPORTED IN 1974 BY ACADEMIC

MEDICAL CENTERS EITHER DEFINITELY OR PROBABLY
PROCEEDING WITH CONCEPT (N = 62)

Status of Plans
Establish Procedures To:

Completed In Progress Not Yet
Started

Total
Respondents

Determine the general objectives and
goals of graduate medical education
programs

7 42 11 60

Establish policies for the allocation of
resources and facilities of the entire
medical center to permit realization
of these goals

5 39 15 59

Appoint faculty for graduate medical
education programs

16 22 20 58

Select residents 21 16 22 59
Determine the content, process, and
length of graduate medical educa-
tion program

12 28 19 59

Evaluate each resident's progress 16 19 24 59
Designate that residents have success-

fully completed their graduate med-
ical education program

19 15 25 59

The stages of planning reported by the 62
academic medical centers that say they either

are definitely or are probably going to assume
institutional responsibility are summarized in

Table 2.
Among the 30 academic medical centers

that are definitely planning to assume institu-
tional responsibility for graduate medical

education, 19 reported that in at least one of

the seven stages described in the question-

naire their plans are completed for having

their entire medical center faculty establish
procedures. Three of the institutions have

completed plans in all seven stages. These in-

stitutions are identified in Table 3.

An analysis was made of those reporting

that they are definitely planning to assume

institutional responsibility for graduate med-

ical education as they constitute a percentage

of all academic medical centers existing in one
of the four geographical regions designated by

the AAMC. The highest activity (33 percent)

appeared in the Midwest, with the South (25

percent) and the Northeast (23 percent)
following. The fewest centers involved at the
time of the survey (18 percent) arc in the West.

One-half of the 30 centers that reported
definite plans for the assumption of institu-
tional responsibility for graduate medical
education are actively seeking to establish
new affiliations both with hospitals that have
existing graduate programs and hospitals
that have not previously had graduate pro-
grams. Another seven centers in this response
category are actively seeking affiliations but
only with hospitals that have existing graduate
programs. Four centers indicate that they are
actively seeking affiliations but only with
hospitals that have not previously had grad-
uate programs. A similar response rate was
found for the centers whose plans seem likely
to materialize.
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• Datagram 411

TABLE 3
ACADEMIC MEDICAL CENTERS WITH PLANS COMPLETED FOR HAVING ENTIRE

MEDICAL CENTER FACULTY ESTABLISH PROCEDURES IN SEVEN AREAS
AS REPORTED IN 1974 BY 19 OF 30 ACADEMIC MEDICAL CENTERS

DEFINITELY PROCEEDING WITH CONCEPT

Procedures*
Academic Medical Centers

Baylor
Johns Hopkins'
Mayo
CMDNI—New Jersey Medical
Ohio—Toledo
Nebraska
Northwestern
California--San Francisco
Indiana
M innesota—M inneapol is
Texas- --Houston
Connecticut
South Alabama
Georgia
California—Davis
SUN Y—Downstate
Tulane
Washington--Seattle'
Vermont

(1)

X

X

X
-X

(3)

* (1) Determine the general objectives and goals of its graduate medical educa-
tion programs. (2) Establish policies for the allocation of resources and facilities- of
the entire medical center, to permit realization of these goals. (3) Appoint faculty for
graduate medical education programs. (4) Select residents. (5) Determine the Con-
tent, process, and length of graduate medical education program. (6) Evaluate each
resident's progress. (7) Designate that residents have successfully completed their
graduate medical education programs.
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AMA

Liaison Committee on
Medical Education

LCME

AHA AAMC CMSS

COORDINATING COUNCIL ON

MEDICAL EDUCATION

Liaison Committee on Graduate
Medical Education

LCGME

ABMS

Liaison Committee on
Continuing Medical Education

LCCME
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APPENDIX III

DETAILS OF LcgmE BUDGET FOR EVALUATION OF PROGRAMS

'CALENDAR YEAR 1976

Expenses 

Residency Review Committee Functions

Committee # of Members Meetings/year Estimated cost 

- Anesthesiology 6 2 $ 9,860 •
"5 Colon & Rectal Surgery 6 1 1,473

Dermatology 4 1 3,560sD, Family Practice 9 4 13,225'5o• General Practice 6 1 1,350-5
.;

Obstetrics-Gynecology 9 3 16,140
-o Internal Medicine 12 3 13,605.uu Neurological Surgery 6 2 1,611-o0 Ophthalmology 6 2 2,252;-.sD, Orthopedic Surgery 9 2 8,343.u;-.
u Otolaryngology 12.: 2 7,500.0
O Pediatrics ' • 9 2 84055..,
.., Physick Med. & Rehab. 6 2 2,667

Plastic Surgery 9 2 4,313u• Preventive Medicine 8 2 4,488

'Radiology 8 2

Psychiatry & Neuro, . 12 2 9,903,

u 6,223
-5 Thoracic Surgery 9 2 4,364,,.
o• Urology 9 2 11,117

6 2lhPatoogyO 5,254.4.tu Nuclear Medicine 6 2 • 5;032u
i Allergy & Immunology 8 2 44660.u Surgery 12 3 15,016 

•
u
-5 $ 1604516
O

Staff (Secretary & Recorder) travel & lodging 30,190'5

Field Staff travel &....lodging 104,980u
8 SpecialiSt Site Visitors 54,408

Residency Review Committee representatives' travel:
to LCGME meetings (5 to each of 5, 24. tol=o 

Residency Review Committee Functions

24,500

Sub Total $ 379 594



"n- -31-
DETAILS OF LCGME BUDGET YOkEVALUATION OF PROGRAMS

D
o
c
u
m
e
n
t
 f
r
o
m
 t
he

 c
ol
le
ct
io
ns
 o
f
 th

e 
A
A
M
C
 N
o
t
 t
o 
be
 r
ep
ro
du
ce
d 
wi
th
ou
t 
pe
rm
is
si
on
 

411
Expenses (Contd)

LCGME Functions

CALENDAR YEAR 1976
(ConLinued)

Committee Meetings $ 6,000

Salaries
Committee Secretaries (4 F.T.E.), Administrative
Assistants (5 F.T.E.), Field Staff (12 F.T.E.),
Clerk-typists (6 F.T.E.), File clerk (1 F.T.E.) $ 551,500

Typists (2 F.T.E.) for site visit reports 14,560

Salary Sub Total 566,060

Supplies & Equipment
Office supplies 10,400
Postage 16,000
Printing (agenda books, Essentials, guides, etc.) 15,500
Office equipment rental 10,350
Telephone 12,000
Equipment for site visit report typists 2,000 

Supplies and equipment Sub Total 66,250

Overhead 320,043

TOTAL EXPENSES $ 1,337,947 

Estimated Costs of Accreditation to Sponsoring Organizations 
and Institutions 

Institutions offering residencies
(Evaluation fees: 2,100x $300)

630,000

AMA (4) 678,715

ABME (4) 9,744

AHA (2) 4,872

AAMC (4) 9,744

CMSS (2) 4,872 

TOTAL $ 1,337,947 

Cost per seat $2,436.00

Al
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ALLERGY

.COUNCIL OF ACADEMIC SOCIETIES

NUMBER OF MEMBERS OF INDIVIDUAL SOCIETIES

American Academy of Allergy

TOTAL NUMBER: (93,595)

2,400*

ANATOMY
American Association of Anatomists   2,412*

Association of Anatomy Chairmen   140*

ANESTHESIOLOGY
Association. of University Anesthetists   200*

• Society of Academic Anesthesia Chairmen; Inc. 90*
BIOLOGICAL CHEMISTS

American Society of Biological Chemists   3,800*
Association ofMedical School Departments ofsBiochemistry

CLINICAL LABORATORY • -
Academy of Clinical Laboratory Physicians & Scientists   223

CLINICAL RESEARCH •

American Association for the Study of Liver Diseases   541*

American Federation for Clinical Research  

American Society for Clinical Investigation, Inc   N7*
Central Society for Clinical Research   800*
Southern Society. for Clinical Investigation   750*

CRITICAL CARE MEDICINE
Society of Critical Care Medicine   480*

DERMATOLOGY
Association of Professors of Dermatology  

ENDOCRINOLOGY .
Endocrine Society   2,900*

FAMILY MEDICINE
Society of Teachers of Family Medicine   1,175*

GASTROENTEROLOGY
American Gastroenterological Association   800

MEDICINE
American College of Physicians   15,000

Association of American' Physicians  • 685*

Association of Professors of Medicine   120*

MICROBIOLOGY
Association' of Medical School Microbiology Chairmen   121*

NEUROLOGY
American'Academy of Neurology   3,382

American Neurological Association   600*

Association of University Professors of Neurology   112*

*As Of 1/76

Continued . • • •
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NEUROSURGERY
American Association of Neurological Surgeons  1,901*

OBSTETRICS AND GYNECOLOGY
American College of Obstetricians and Gynecologists  9,243*

Association of Professors of Gynecology and Obstetrics  115*

Society for Gynecologic Investigation  253*

• OPHTHALMOLOGY AND OTOLARYNGOLOGY '
' American Academy of Ophthalmology and Otolaryngology  11,665*

Association of University Professors of Ophthalmology  110*

'Society of University Otolaryngologists  . 250*

ORTHOPAEDICS. .
American Academy of Orthopaedic Surgeons.   5,738

Association of Orthopaedic Chairmen   158*

PATHOLOGY .
American Association of Pathologists and Bacteriologists   1,094

Association of Pathology Chairmen, Inc  143*

• PEDIATRICS -
American Pediatric Society   600*

Association of Medical School Pediatric Department Chairmen, Inc. 118

Society for Pediatric Research   400*

PHARMACOLOGY
Association for Medical School Pharmacology   120*

PHYSIATRY
Association of Academic Physiatrisis   176

PHYSIOLOGY
American Physiological Society   3,985*

Association of Chairmen of Departments of Physiology   127*

Biophysical Society   2,600*

PLASTIC SURGERY
American Association of Plastic Surgeons   • 174

Educational Foundation of the American Society of Plastic
& Reconstructive Surgeons   1,707*

Plastic Surgery Research Council   79

PREVENTIVE MEDICINE
Association of Teachers of Preventive Medicine •.•. OOOOOO 600*

PSYCHIATRY .
American Association of Chairmen of Departments of Psychiatry -. . 114*

Association for Academic Psychiatry   60

RADIOLOGY
American Society of Therapeutic Radiologists   1,020*

Association of University Radiologists   660*

Society of Chairmen of Academic Radiology Departments   131*

SURGERY
American Association for Thoracic Surgery   400

American Surgical Association .  300

Association for Academic Surgery   800*

- Society of. Surgical Chairmen   86

Society of University Surgeons   734*

UROLOGY
American Urological Association   3,125

Society of University Urologists   290*



CAS MEMBER SOCIETIES - MEETING SCHEDULE

January February March April

South. Soc. din. Inves.

New Orleans, LA

Jan. 26-29 •
Assn. Medical School

American Academy Academy of Allergy Soc. Teach Fan. Med. Assn. Prof. of Medicine

San Juan, PR New Orleans, LA Atlantic City, NJ

March 6-10 April 2-4 May 1

Assn. Prof. of Gyn and Ob Amer. Assn. Neur. Surg. Assn. of Univ. Anesthetists

Depts. of Biochemistry New Orleans, LA San Francisco 4-7 Philadelphia, PA

San Antonio, TX March 9-10 Assn. Chmn. Dept. rhysiol May 1-3

Feb. 7-8 Anaheim; CA

Soc. for Gyn. Invest. 7 April 11 Assn. of American Physicians

Society of University Surgeons Philadelphia, PA Atlantic City, NJ May 1-4

San Diego, CA March 24-26 Assn. Med. School Pharm.

Feb. 12-14   Anaheim, CA, April 12 American Soc. for Clinical Investigation

Atlantic City, NJ May 3
• 

Amer. Assn. of Anatomists

Biophysical Society Louisville, KY Society of Critical Care Medicine '

Seattle, WA April 20-23 Pittsburgh, PA May 4-6

Feb. 24-27
American Pediatric Society Association of Univ. Radiologists

St. Louis, MO Boston, MA May 5-8

Assn. of Medical School Microbiology Chmn. April 26-30 ' 

Mobile, AL Society of Chmn. of Academic Radiology Depts.

Feb. 28 - March 1 Assn. Of Univ. Professors of Neurology Boston, MA May 5-8

Toronto, Canada, April 28
_ American Association of Plastic Surgeons

• Society for Pediatric Research Atlanta, GA May 9-12 .

. St. Louis, MO, April 28-30

June September November

Central Society for Clinical Research

American Soc. of Biological Chemists Ed. Found. Amer. Soc. Plast. & Recon. Surg. Chicago, IL Nov. 4-6

San Francisco, CA June 6-10 Boston, MA . September 27 - Oct. 2
July,  ictober Assn. of University Prof. of Ophthalmology

San Diego, CA Nov. 5-7American Neurological Association
San Francisco, CA June 14-16

Amer. Assn. Study Liv. Ohs., Chi ago, 5-6

Encocrine Society
San Francisco, CA Amer. Assn. Chmn. Dept. Psych, San Francisco, 11

June 23-25
- Amer. Acad. Ophthal. Assn. Orthopaed. Chmn, San Francisco, 11

& Otolaryngology
Las Vegas, NV 6-10 Assn. Pathology Chmn, San Francisco, 11

August

.
Amer. Soc. Thera. Radiol.

. Atlanta, GA Oct. 13-17:
Soc. of Univ. Urologists, San Francisco, 13-14

Assn. Anatomy Chmn., San Francisco, 11

Assn. of Teach. of Prey. Med.

Miami, FL Mid-October Soc. of Univ. Otolaryn., San Francisco, 11

. Society of Academic Anesthesia Chmn.

Amer. Physiolog. Chicago, IL

Society  --

Philadelphia, PA
August 17-19

• 
, • .

. December

_.._
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223 NLRB No. 57 D--845
Los Angeles, Calif.

UNITED STATES OF AMERICA

BEFORE THE NATIONAL LABOR RELATIONS BOARD

CEDARS-SINAI MEDICAL CENTER

Employer

and

CEDARS-SINAI HOUSESTAFF ASSOCIATION

Petitioner

Case 31--RC--2983

DECISION AND ORDER

Upon a petition duly filed under Section 9(c) of the National Labor Relations

Act, as amended, a hearing was held on various dates before Hearing Officer James

H. Middleton. Following the hearing and pursuant to Section 102.67 of the National

Labor Relations Board Rules and Regulations and Statements of Procedure, Series 8,

as amended, by direction of the Regional Director for Region 31, this case was

transferred to the Board for decision. Thereafter, the Employer and Petitioner

11
filed briefs, which have been duly considered.

On September 3, 1975, the Board, having determined that this and a number of

other cases in the health care industry presented issues of importance in the

administration of the National Labor Relations Act, as amended, scheduled oral

argument in several of these cased, including this one. Oral arguments were heard

on September 8, 1975. Briefs amici curiae were filed by interested parties and

have been duly considered.

1/ With the Board's consent, Association of American Medical Colleges and the

Physicians Jational Housestaff Association submitted amicus curiae briefs,
which have also been carefully considered.

223 NLRB No. 57
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The i;oard has reviewed the Hearing Officer's rulings made at the hearing

and finds that they are free from prejudicial error. They are hereby affirmed.

On the entire record in this case, the Board finds:

1. Cedars-Sinai Medical Center is a private nonprofit California corporation

engaged in the operation of a medical center, including acute general hospitals,

in the Los Angeles, California, area. The Employer annually receives revenues valued

in excess of $500,000 from such operations, and annually purchases goods valued

in excess of $50,000 from directly outside the State of California. The parties

have stipulated, and we find, that the Employer is engaged in commerce. Accordingly,

we find that it will effectuate the policies of the Act to assert jurisdiction

herein.

2. The Employer contends that the Petitioner is not a labor organization

within the meaning of Section 2(5) of the Act. The Petitioner's constitution states

its purpose is to unite the Employer's interns and residents for the attainment

of their collective goals including, inter alia, contract negotiations pertaining

to salaries and working conditions. As we find hereinafter that the interns,

residents, and clinical fellows are not "employees" within the meaning of the Act,

and the record shows that Petitioner is composed solely and exclusively of

interns, residents, and clinical fellows at Cedars-Sinai, we find for the

purposes of this proceeding, that the Petitioner is not a labor organization

within the meaning of the Act. .
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3. No question affecting commerce exists concerning the representation

of employees of the Employer within the meaning of Sections 9(c)(1) and 2(6)

and (7) of the Act for the following reasons:

As indicated above, Cedars-Sinai is a nonprofit corporation engaged in the

operation of a medical center in the Los Angeles, California, area. The Employer

operates two acute general hospitals: the Cedars of Lebanon Hospital Division which

is licensed to operate 530 beds; and the Mount Sinai Hospital Division which is

licensed to operate 230 beds. The Petitioner seeks to represent a unit of interns,
2/

residents, and clinical fellows. The Employer contends that such a unit is

inappropriate because, inter al, these interns, residents, and clinical fellows

are students, not employees. We find merit in the Employer's position, as we find

that interns, residents, and clinical fellows, although they possess certain

employee characteristics, are primarily students. Accordingly, for the reasons given

below, we conclude that the interns, residents, and clinical fellows in the petitioned-

for unit are not "employees" within the meaning of Section 2(3) of the Act.

The record shows that the medical education and training of a physician

involves a progression from classroom and laboratory education in the basic and

clinical sciences, through an internship, and usually then to a period of more

advanced training in a specialty or subspecialty of medicine. It is the purpose

of internship and residency programs to put into practice the principles of

preventive medicine, diagnosis, therapy, and management of patients that the

-medical school graduate learned in medical school.

An intern is a medical school graduate serving his first period of graduate

medical training in a hospital. Most states, including California, require an

2/ Petitioner does not seek to represent research fellows.
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internship of 1 year to qualify for the examination to. practice medicine. A

111 resident is a physician who has completed an internship and serves a period
of more advanced training, lasting from 1 to 5 years, in a specialty. A

clinical fellow is a physician who has completed an internship and a residency

and is taking an educational postgraduate program to qualify for certification

in an identifiable subspecialty of medicine. The term "housestaff" is commonly

used by medical and hospital personnel, and will be used in this Decision, when

referring collectively to interns, residents, and clinical fellows.

Graduate medical education and training programs to qualify for licensing

and for certification in a specialty or subspecialty are governed by national

medical organizations, such as the American Medical Association, the National

Board of Medical Examiners, and the specialty boards, and by state licensing

authorities. The standards for internships and residencies are contained in

"Essentials of an Approved Internship" and "Essentials of Approved Residencies,"

hereinafter the "Essentials," prepared by the Council on Medical Education and

approved by the American Medical Association. The programs are carried out in

hospitals that are accredited by these various bodies and that in many instances

have affiliation agreements with approved medical schools. Cedars-Sinai .is such

a. hospital.

'Cedars-Sinai offers internships and residencies in medicine, pediatrics,

surgery, obstetrics and gynecology, pathology, psychiatry, and radiology. Its

programs are fully accredited by the Council on Medical Education of the American

dedical Association and by the various specialty boards. Cedars-Sinai has affiliation

agreements with the UCLA Medical School. Most of Cedars-Sinai's 41 full-time

and 25 part-time staff physicians hold UCLA Medical School appointments and

- 4 -
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certain of its approximately 1,000 voluntary attending staff physicians who

participate in the teaching program also hold UCLA appointments. The medical

staff, but not the housestaff, has admission privileges at Cedars-Sinai.

At the time of the hearing, there were 34 interns, 86 residents, and 24

clinical fellows in the various graduate medical training programs at Cedars-

Sinai. The majority of the interns and residents were training in the specialty

of medicine. The remaining interns were training primarily in pediatrics or surgery

and the remaining residents were spread out over the specialties other than

medicine. The vast majority of the clinical fellows were training in subspecialties

of medicine.

• The placement of graduating medical students at Cedars-Sinai is governed

by the National Intern and Resident Matching Program. This program is designed to

place graduating medical students with a preferred graduate training institution.

Both the students and the hospitals register with the National Matching Program

by signing an agreement that they will be bound by the matching results. The

procedure is for a graduating medical student to make out a preference list of

positions they have applied for (with or without a personal interview) at the

participating hospitals approved by the American Medical Association. The

hospitals make out a ranking list of their student applicants. The entire basis

for matching decisions is the student-ranking list in combination with the hospital

3/
list. Appointments of residents and clinical fellows are made by department

directors at Cedars-Sinai. Generally, these positions are filled by interns who

were originally placed at Cedars-Sinai through the National Matching Program.

2/ If an applicant goes unmatched, he makes individual arrangements among the •

Positions that remain unfilled after the matching.

- 5 -
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The activities of interns, residents, and clinical fellows while in graduate

411programs such as those operated by Cedars-Sinai are prescribed by the accrediting
bodies and specialty boards which govern graduate medical education, supra. The

training programs consist of patient care activities coordinated with a variety

of teaching and educational activities designed to develop the student's clinical

judgment and proficiency in clinical skills. The record contains numerous examples

of the types of patient care performed by the housestaff in Cedars-Sinai's departments

of medicine, pediatrics, and surgery and to a lesser extent in gynecology and

the treatment and evaluation center. In general, the patient care activities

consist of taking medical histories, performing examinations, preparing medical

records and Charts, and developing diagnostic and therapeutic plans. The housestaff

also participates in service rounds and assists in surgical procedures. These

patient.care activities, an integral part of a physician's educational training,

ilo
are coordinated with a variety of teaching and educational activities, such as

grand rounds teaching rounds, laboratory instruction, seminars, and lectures.

A housestaff officer also can take elective courses and participate in rotations to

other hospitals.

During their training at Cedars-Sinai, members of the housestaff receive an annual

stipend which is on a graduated basis ranging from a first-year intern to a fifth-

year resident. The amount of the stipend is not determined by the nature of

the services rendered or by the number of hours spent in patient care. Nor does

the choice of electives or even rotations to other hospitals affect the amount

of the stipend. The "Essentials" characterize the stipend as a scholarship for

graduate study. The housestaff also receive a variety of fringe benefits, such as

medical and dental care, an annual vacation and paid holidays, uniforms, meals

-6-
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while on duty, and Malpractice insurance. They are not eligible for Cedars-Sinai's

retirement plan. Discipline is administered by-a housestaff committee.

The tenure of interns and residents at Cedars-Sinai is closely related

to the length of the program which each individual pursues. The record indicates

that 58 of the 120 interns and residents at the time of the hearing were in their

first year at Cedars-Sinai, 35 were in their second year, and 22 were in

their third year. Thus the average stay of interns and residents at Cedars-

Sinai is less than 2 years. As to the clinical fellows, the record indicates

that 1974--75 was the first year at Cedars-Sinai for seven of them. Following

completion of their programs at Cedars-Sinai, the majority of the housestaff go

into private practice and others go into group practices or accept positions with

health organizations. Only a few interns, residents, or clinical fellows can expect

to, or do, .remain to establish an employment relationship with Cedars-Sinai.

From the foregoing and the entire record, we find that interns, residents,

and clinical fellows are primarily engaged in graduate educational training

at Cedars-Sinai and that their status is therefore that of students rather than

of employees. They participate in these programs not for the purpose of earning

a living; instead they are there to pursue the graduate medical education that

is a requirement for the practice of medicine. An internship is a requirement

for the examination for licensing. And residency and fellowship programs are necessary

to qualify for certification in specialties and subspecialties. While the housestaff

spends a great percentage of their time in direct patient care, this is simply

the means by which the learning process is Carried out. It is only through this

direct involvement with patients that the graduate medical student is able to

acquire the necessary diagnostic skills and experience to practice his profession.

-I-
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The number of hours worked or the quality of the care rendered to the patients

411 does not result in any change in monetary compensation paid to the housestaff
members. The stipend remains fixed and it seems clear that the payments are more

in the nature of a living allowance than compensation for services rendered.

i'ior does it appear that Close applying for such programs attached any great

significance to the amount of the stipend. Rather their choice was based on

the quality of the educational program and the opportunity for an extensive training

experience. The programs themselves were designed not for the purpose of meeting

the hospital's staffing requirements, but rather to allow the student to develop, in

a hospital setting, the clinical judgment and the proficiency in clinical skills

necessary to the practice of medicine in the area of his choice. The "Essentials,"

which describe the standards for approved internships and residencies, indicate

that the primary function is educational. Moreover, the tenure of a member of the

housestaff at Cedars-Sinai is closely related to the length of the student's training

program; thus few interns, residents, or clinical fellows can expect to, or do,

remain to establish an employment relationship With Cedars-Sinai following the

completion of their programs.

In sum, we believe that interns, residents, and clinical fellows are

primarily students. We .conclude, therefore, that they are not employees within
4/

the meaning of Section 2(3) of the Act. Accordingly, no question affecting

commerce exists concerning the representation of "employees" of the Employer

within the meaning of Section 9(c) of the Act, and we shall dismiss the petition herein.

4/ As we have found, for the reasons stated above, that interns, residents,
and clinical fellows are not employees within the meaning of the Act, we
find no merit in Petitioner's contention that they are employees based on
Sec. 2(11) and. (12) of the Act, which defines the terms "supervisor" and
"professional employee," respectively.

- 3 -
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Our dissenting colleague has misconstrued the basis for our decision. We

are aware that the Board has included students in bargaining units and, in a few

instances, has authorized elections in units composed exclusively of students.

'However, contrary to our dissenting colleague, we do not find here that students

and employees are antithetical entities or mutually exclusive categories under the

Act. Instead, we find that the interns, residents, and clinical fellows who filed

the petition herein are primarily engaged in graduate educational training at

Cedars-Sinai. It is the educational relationship that exists between the housestaff

and Cedars-Sinai (a teaching hospital) which leads us to conclude that the housestaff

are students rather than employees, i.e., that the housestaff's relationship with

Cedars-Sinai is an educational rather than an employment relationship. Thus, far

from "exploiting semantic distinctions," our decision rests on the fundamental

difference between an educational and an employment relationship.

In addition to misconstruing our decision, our dissenting colleague advances

inapposite considerations which have no bearing on whether interns, residents, and

clinical fellows are employees within the meaning of the Act. Thus, whether Cedars-

Sinai or any other "hospital charges fees in amounts which .have sparked national

debate," or whether patients .-. would hardly take comfort in the notion that

the individual in whose hands their life itself may repose . . . is primarily a

student of the matter," has no bearing on the issue here. Similarly, even assuming

that "there is some support for the proposition that the primary interest of the

housestaff's representational aims is the improvement of patient care," as our

dissenting colleague suggests, that aim is of no significance in resolving the

employment status of the individuals before us. Furthermore, our dissenting colleague

-9-
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is inaccurate in stating that Cedars-Sinai offers " . . . no degree, no grades,

no examinations." On the contrary, housestaff are regularly evaluated by staff

physicians and Cedars-Sinai is required to certify that the training program has

been successfully completed. Teaching hospitals play an integral role in the

training of physicians. A graduate of an approved medical school is not ready to

• practice upon completion of the M.D. requirements. Rather, as more fully described

above, he must continue his graduate educational training in a so-called teaching

hospital, where the program offered by the hospital and the activities engaged in

by the medical students are prescribed by accrediting bodies and specialty boards.

In short, it is plain from the record as a whole that the interns, residents, and

clinical fellows are engaged in graduate educational training at Cedars-Sinai and

that---in view of this educational rather than employment relationship---they are

students rather than employees within the meaning of the Act.

ORDER

It is hereby ordered that the petition filed herein be, and it hereby is,

dismissed.

Dated, Washington, D.C.ImaR 1 91976

Betty Southard Murphy, Chairman

Howard Jenkins, Jr., Member

John A. Penello, Member

Peter D. Walther, Member

(SEAL) NATIONAL LABOR RELATIONS BOARD

- 10 -
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MEMBER FANNING, dissenting:

At the outset, I wish to emphasize that the issue in these cases is not how

to exploit semantic distinctions between the terms "students" and "employees."

One does not, necessarily, exclude the other and, indeed, this Board has included

"students" in bargaining units in numerous cases and has authorized elections in
5/

which the voting group was composed exclusively of "students."— The touchstone

has always been whether the "students" were also employees. I equally emphasize

that the issues before us are simply stated. Are those doctors comnonly denominated

"housestaff" entitled to bargain collectively under the auspices of our statute

and, if so, do they posses a sufficiently distinct community of interests enabling

them to constitute an appropriate unit unto themselves? Nevertheless, because my

colleagues choose to proceed on such a basis, I turn initially to consideration of

the question whether a finding that housestaff officers are "primarily students"

justifies the conclusion they are not, for chat reason, "employees" within the

fntendment of the Act.

Section 2(3) of the Act states that the term "employee" is meant to "include

any employee • • • unless the Act explicitly states otherwise," and proceeds to

explicitly state those excluded from the definition, e.g., agricultural laborers,

domestic servants, at al. "Students" are not among those exclusions. Recognition

of an underlying Federal policy which seeks to draw a line between labor and

5/ The Macke Company sin, Case 2--RC--16725 (Not reported in volumes of Board
Decisions.) The Mace II students were those originally excluded from the unit
found appropriate in The Macke Company, 211 NLRB 90 (1974).

— 11 —
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Illmenagement has further led to the exclusion, on such policy grounds, of two
6/

additional classes of "employees," namely, confidential and managerial employees.

That is all. Since the statutory exclusions do not mention and the policy underlying

the nonstatutory exclusions does not reach "students," the relationship between

"student" and "employee" cannot be said to be mutually exclusive. The fundamental

question then is always whether the individual before us, be that individual

"primarily a carpenter" or "primarily a student," is, nevertheless, a "employee"

under the Act.

The imprecision which necessarily accompanies the attempt to define an

"employee," particularly in terns well suited to modern industrial relations,

accounts for the deliberate refusal of the drafters of the Wagner Act to define

the term in any but a circular fashion. "An employee includes any employee."

Historically, that approach gave rise to two conflicting views. The primary

consideration, it was contended on one hand, "is whether effectuation of the

declared policy and purposes of the Act comprehended securing to the individual
7/

the rights guaranteed and protection afforded by the Act."r" Such circularity, it

. was stated on the other, reflected no more than a congressional intent to ascribe

an "ordinary meaning" to the term, as that meaning was "developed under the

8/
common law."

6! For a more authoritative discussion, see N.L.R.B. v. Bell Aerospace Company. 

Division of Textron Inc., 416 U.S. 267 (1974).
7/ N.L R.B. v. Hearst Publications Incorporated, 322 U.S. 111, 131--132 (1944).
.12/ Id. at 120, et seq. See also I Leg. Hist. 309 (1947).

— 12—
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For present purposes, it is unnecessary to consider either the vitality of

those early decisions which resolved the matter in favor of the former, mor
e

liberal, interpretation or the applicability of those decisions which, in t
he

9/

context of employee/independent contractor disputes, upheld the latter. If we

posit that Section 2(3)18 usage of the term "employee" is no broader than

the common law's, housestaff officers are, beyond doubt, employees within the m
eaning

of t4e Act.

The term "employee" is the outgrowth of the common law concept of the

10/

"servant." At common law, a servant was a "person employed to perform services

in the affairs of another and who with respect to the physical conduct in t
he

11/

performance of the services is subject to the other's control or right of control."

Although, under the common law, consideration for the services performed does n
ot

12/

appear to have been a sine NIA non of establishing the master—serv
ant relationship,

1'z is generally conceded, today, that such consideration is necessary for

13/
el.assification as an "employee." So that the conventional meaning of the word

implies someone who works or performs a service for another from whom he or 
she

14/
receives compensation.

9/ Compare Hearst, supra., with N.L.R.B. v. United Insurance Company, 390 U.S.

254, 256 (1968). See Boire v. Greyhound Corp., 376 U.S. 473, fn. 10 (1964).

10/ See 30 C.J.S. Employee at 672 (Corpus June Secundum). "The shift to the first

terminology seems to have accompanied the development of workmen's compensation

legislation, which makes clear the substantial identity of the two." Stevens,

"The Test of the Employment Relation," 38 Mich. L. Rev. 188, 189 (1939).

11/ Restatement (Second), Agency, 5 200 (1957). See also 5 2: "A servant is an

. agent employed by a master to perform service in his affairs. . ."

12/ Id. at 5 225, a.
13/ See, e.g., 30 C.J.S., supra at 673.

Jj See I Leg. Mist. 309 (1947). See, e.g.,
 Meyer Dairy. Inc., a Subsidiary of

Milgram Food Stores .Inc. v. N.L.R.B., 429 F.2d 697, 701 (C.A. 10, 1970).

This notion of the "performance of a service for another" merits an aside,

for it points out a fundamental confusion on my colleagues' part. Presumably,
(continued)
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It is significant to note that

master-servant doctrine was principally

liability in the master for the acts of

of respondeat superior playa more than

the common law's development of the

.concerned with establishing a tortious
15/

the servant and, indeed, the principle

a small part in the current malpractice

crisis of which we are all aware. That my colleagues have ignored a significant

component of the hospital-housestaff relationship namely the former's vicarious

16/
liability for the actions of the latter, is a convenient introduction to another

aspect of these cases which requires greater discussion—the facts.

114/ the basis for the majority opinion is found somewhere within the confines of
The Leland Stanford Junior University, 214 NLRB No. g2 (1974). The Stanford 
petitioner sought to represent 83 "research assistants" who were graduate
students enrolled in Stanford's doctoral physics program. The research they

conducted Was a fundamental and required part of the course of instruction

leading to the degree. The research they conducted was thesis oriented, that
is to say, and this is a crucial point, the research assistants did not perform
a service for Stanford. With guidance, perhaps, from their mentors, they
independently selected their research projects. They performed that research

for themselves. In terms of the actual research conducted, Stanford was,

essentially, a disinterested party. Stanford did not control the research, did

not request the research, and, most significantly, did not receive remuneration

from a third party for the particular research. All of which is to say, as

Cornell University, amicus curiae in the :ease, pointed out, the research

assistants did not work for the alleged employer and, therefore, were not

employees. It is a point of moment. We do not exclude students from coverage

because they are students (even less the case where they are "primarily
students"). In certain cases, they will be excluded because, as students,

they do not work or perform a service for an employer. In other cases, they
will be excluded from the unit found appropriate because, as students, their
interests may not be aligned with those of other employees. There is, on the
other hand, simply no basis either in the Act or in our precedents for concluding

that under any circumstances students and employees are antithetical entities.
12/ See Stevens, supra at 189.
1§/ See Hospital Law Annual, Administrators' Vol. 1(a), 9. Compare Rosane V. Sanger,

112 Colo. 363 (1944), holding a medical staff physician's actions not to have

created a liability in the hospital. The fact that liability can be imposed
upon the hospital for the actions of its housestaff and will not, under certain
circumstances, be imposed for the actions of medical staff is further demonstration
that housestaff officers work for the hospital.

- 14-
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.All housestaff officers are M.D.'s. All fellows and residents are licensed

physicians in every State of the Union. It is, of course, impossible to set forth

the full range of services these physicians perform for the hospital and, more

importantly, for the patient, but my colleagues' silence as to what these housestaff

officers do cannot go unnoted. The records before us demonstrate, for example, that

housestaff officers, without immediate supervision of =kind, continually deal

in matters literally of the ultimate significance. That they do is a function, no

doubt, of their hours. The housestaff work round-the-clock, 7 days a week, 52 weeks

a year. No other physicians do. They perform their services, on an individual basis,

for periods lasting, at times, well over 100 hours a week, in shifts that often

exceed 50 consecutives hours. They singly staff emergency rooms, frequently at

times when their supposed "teachers" are not even in the facility. That accounts

Akfor the record facts which demonstrate that, without supervision, a housestaff of
ficf

can be called upon and, in fact, has been called upon, to open the chest wall of a

3-year-old Child; hold the heart of a patient in his hands; remove breast tissues,

kidneys, veins; deliver babies; insert tubes in the tracheae of newborns and

catheters into abdominal cavities; administer closely controlled and potentially

lethal medications; and for a host of similar procedures.

For those services and innumerable others supervised by medical staff but

performed by housestaff, the hospital charges fees in amounts which have sparked

national debate. In return for those services, the hospital pays that housestaff

officer what my colleagues call a "stipend." It exceeds, in some cases of multiple

residencies. $20,000 a year. From that "stipend," the hospital withholds Federal

- 15 -
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17/

and state taxes, contributes to social security, and provides for heal
th

insurance. The hospital grants vaca
tions and sick leave, laundry allowances, etc.

or the negligent performance of those
 services the hospital can be sued. For

17/ The "stipend' is taxable income. Alt
hough amicus AAMC contends that this point

is in doubt, I find no support for that 
doubt in terms of the type of housestaff

officers and training institutions before us. Be
cause of AAMC's position, it

merits attention. Under sec. 117 of the Inter
nal Revenue Code, fellowships and

scholarships are, under certain conditions, generally
 excludable from gross

income. Such fellowships and scholarships are
 not excludable if they constitute

coTensation for services rendered. From the ver
y beginning of sec. 117, added

to the Code in 1954, to this very day, the De
partment of Treasury has taken

the position that the typical houseeta
ff officer receives compensation for

services rendered. Rev. Rul. 57-386, 1957--2
 Cum. Bull. 107; Rev. Rul. 68--520,

1968--2 Cum. Bull. 58; Rev. Rul. 71-36, 1971-2
 Cum. Bull. 99; Rev. Rul

75--490 at 5 (Bull. No. 1975--46). The uniformit
y of approval of that position

is not lightly dismissed. Hembree v. U.S., 
464 F.2d 1262 (C.A. 4, 1972);

Wertzberger v. U.S., 441 F.2d 1166 (C.A. 8, 1971); 
Quest v. U.S., 428 F.2d 750

(C.A. 8, 1970); Woddail v. Commissioner, 321 F.2d 721 (C.A. 10, 1963); Tobin

v. U S , 323 F.Supp. 239 (D.C. Tex., 1971); 
Taylor v. U.S., 22 AFTR2d 5246

(D.C. Ark., 1968); Lingl v. Charles, 21 AFTR2d 4
10 (D.C. Ohio, 1967); ptoskey.

v. Commissioner, 51 T.C. 918 (1969); Kadivar, 
T.C. Memo 1973--95; Kaufman, T.C.

Memo 1973--21.

There are, of course, cases, the most notable of whic
h is Leathers v. U.S.,

471 F.2d 856 (C.A. 8, 1972), which hold, under certain circums
tances, the appropriate

portion of the "stipend" to be excludable. my analysis of those cases reveals

that they do not reflect the typical intern/resident cas
e, to the extent that

jie individual involved in such cases is either not as 
actively involved in

direct patient care (e.g., Dr. Leathers in Leathers sup
u, who devoted the

bulk of his time to personal research or study) or the resi
dency involved is

undertaken either at the behest of a third-party grantor or in a 
facility in

which the admission of patients is incidental to the purpos
e of the facility

(e.g., the Western State Psychiatric Institute in Wrobleski
 v. Bineler, 161

F.Supp. 901 (D.C. Penn., 1958). Leathers, supra, did not ho
ld, as AAMC argues

that the "stipend" is partially excludable; it merely held th
at there was

substantial evidence justifying the below Jury's verdict. Comper
e the other

Eighth Circuit decisions in Quest and Wertzherg.er, supra. Wroble
ski, supra,

iseend, of course, prior to the lead Supreme Court decision in the 
area, Ringlet 

v. Johnson, 344 U.S. 741 (1969). In Ringlet, the Supreme Court held t
hat the

sec. 117 exclusion would be applicable only where the "stipend" 
was a "relatively

disinterested 'no strings' educational grant." I find it difficult to ac
cept

my colleagues' apparent conclusion that the hospitals before us stand as

disinterested grantors of "stipends" to which no strings are attached. T
hese

"stipends" are compensation for services rendered. Make no mistake, as my

colleagues do, about that. The recipients are, therefore, employees.

- 16-
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those services the housestaff receives, absent unusual circum
stances not before us,

no degree, no grades, no examinations. Housestaff officers pe
rform those services on

(and la individuals who would hardly take comfort in the n
otion that the individual

in whose hands their life itself may repose is not primarily
interestedin performing

that service for the hospital and patient but, rather, is prima
rily a student of

the matter. In point of fact, according to a study initiat
ed by the Association of

American Medical Collegesitself, approximately 80 percent of a 
housestaff officer's

18

time is spent "in direct patient care activities."7-- Certainly, there is a didactic

component to the work of any initiate, but simply because 
an individual is "learnin.

while performing this service cannot possibly be said to mark
 that individual as

"primarily a student and, therefore, not an employee" for 
purposes of our statute.

ljj A. Carroll, "Program Cost Estimating In a Teaching Hospi
tal".at 76. The study

was jointly sponsored by the AMA, AAMC, and American Hos
pital Association (AHA).

It is revealing in several respects, not the least of 
which is its demonstration

that parties to Board proceedings have been known to be 
less than candid. I

quote from the study:

The patient care that interns and residents provide i
s similar to

the care that a patient would receive from a practicin
g physician 

of his choice. The resident, does all of the things 
that =other

physician would do ,except that Where he has not been 
thoroughly 

trained he performs under close supervision. •• • •

[T]he hospitalized patient can receive competent medical 
care regulal

routinely, or in emergencies as often as he may nee
d it. This would

not be possible without either an adequate number of i
nterns gad

residents or a very large staff of full—time phys
icians. The present 

intern and resident system . . . gives hospitals and 
attendinp

physicians am to maintain constant stand—by physician
 services 

for all hospital, patients. And the overall costs of this
 stand—by

care are considerably lower than would otherwise be 
possible. A

patient who has been informedthainT71ntern and resid
ent 21...tzains

Who care for him work hand in hand with his ownprivate physician 

and carry out his orders in all important matters wilTe
cognize 

Th-gse house staff services as an essential part of the care he

receives while in the hospital. [Emphasis supplied.]

—17—
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Discourse on the exhaustive indicia of "employee status" enjoyed by housestaff

eofficers and ignored by my colleagues should not be undertaken at th
e expense of

what my colleagues actually do say. I turn briefly to a consideration of the limited

factors upon which my colleagues purport to rely:

[a] The "Essentials," which describe the standards for approved internships

and residencies, indicate that the primary function is educational.

The "Essentials" constitute, in part, a set of guidelines and instructions

to hospitals which would seek to become training institutions. Becau
se the hospitals

0

are instructed to view the primary purpose of housestaff programs
 as educational

sD,
has no bearing on whether the housestaff ultimately performs a service for0

121
compeneation and certainly is not entitled to overcome the classic employment

relatiOnship between housestaff officers and these hospitals. In fact, the
0
sD,

"Essentials" acknowledge that relationship by their mandate of "Employment
 Agreements" 

,0
0 which "should specify at a minimum . . . the salary . . . vacation periods . . .

hours of duty," etc., of housestaff officers. In accordance with that mandate, the

AMA, on January 13, 1975, distributed a memorandum to all approved teaching hospita
ls

reporting the adoption of "Guidelines for Housestaff Contracts or Agreements"
 by

0

0 the AMA house of delegates. It is an instructive piece of record evidence:

a
zy The study referred to in the preceding footnote devotes substantial discussion

to the cost benefits of housestaff programs. The "Essentials" descri
ption of

8 such programs as primarily educational may fairly be read as a prope
r admonition

to would-be training institutions not to consider establishment o
f such programs

as a convenience whereby professional medical service may be increased wit
hout

incurring the greater cost that would otherwise flow from an increase in t
he

medical, as opposed to house, staff. Indeed, the "Essentials," in th
e same

section, remind such institutions that the "primary function" of the training

institution will continue to be "providing adequate facilities for the scient
ific

care of the sick and injured."

- 18-
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D-845

The agreement should provide fair and equitable conditions of

employment for all those performing the duties of interns residents

and fellows . . . .

The institution and the individual members of the housestaff must

accept and recognize the right of the housestaff to determine the

means la which the housestaff maz organize its affairs, and both parties

should abide by that determination; provided that the inherent right of

a member of the housestaff to contract And negotiate freely with the

institution, individually or collectively, for terns and conditions of

employment and training should not be denied or infringed. No contract

should require or proscribe that members of the housestaff shall or shall

not be members of an association or union. [Emphasis supplied.]

Other guidelines are variously listed Under the following subject headings:

Salary, for Housestaff Hours of Work, Off-Duty Activities, Vacation and Leave,

Insurance benefits, Professional Liability Insurance, Grievance Procedure, and

Disciplinary Hearings and Procedure. I do not see how my colleagues can ignore

such compelling evidence that the ultimate authority governing housestaff relationships 

and programs so clearly considers these individuals to be employees.

[b] Nor does it appear that those applying for such

programs Attached any great significance to the amount

of the stipend..

In the cases before us, there is some support for the proposition that the

primary interest of the housestaff's representational aims is the improvement of

patient care. There is further, some support for the proposition that the primary

value attached to an individual residency or subspecialty is the quality of the

institution providing that program, and the opportunity of exposure to a wide

range of medical experience. That is, hopefully, not a unique approach in any

field of endeavor, particularly professional ones. There is, on the other hand,

absolutely no support for a statement which implies that the so-called "stipend"

(the AMA calls it "salary," the study initiated in part by AAMC calls it a "wage,"

the IRS calls it "payment for services rendered") is not a considerable source of

concern. Support for the majority proposition requires, merely, the complete

- 19 -
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20/

*dismissal of the testimony of housestaff representatives before Congress

21/
and the congressional response to it.

[c]. [T]heir choice was based on the quality of the educational

program and the opportunity for an extensive training experience.

The programs themselves were designed . . . to allow the student

to develop, in a hospital -setting, the clinical judgment and the

proficiency in clinical skills necessary to the practice of

medicine in the area of his choice.

•

I fail to perceive how the fact that an individual desirous of becoming an

orthopedic surgeon chooses a residency program based on its quality and the

opportunity for extensive training bears relevance to the question whether, having

done so, he or she is an "employee" under the Act. It is, for example, fairly

common knowledge that physicians engaged in private practice for many years take

up residencies both within their certified specialty (to keep abreast of developments)

and outside their certified specialty (to expand upon their skills). That the
22/

housestaff officer's choice is "based on the quality of the educational program

and the opportunity for . . . extensive training" is not so much evidence that

he or she is "not an employee" as it is evidence of the desire, as the residencies

20/ See, e.g., Hearings on S.794, S.2292, Before the Subcommittee on Labor of

the Committee on Labor and Public Welfare, United States Senate, 93d Cong.,
1st Sass, at 291--295, 380--382 [hereinafter Hearings]. See also Hearings
on H.R.11357, Before the Subcommittee on Labor of the Committee on Labor
and Public Welfare, United States Senate, 92d Cong., 2d Seem. at 29-31.

21j See, e.g., 120 Cong. Rec. S6933 (daily ed., May 2, 1974) (remarks of
Senator Cranston).

22/ Considerable attention was devoted in these cases, as the majority opinion reflects,
to the procedure by which housestaff officers are employed. The degree of
"freedom of choice" accompanying an employment relationship is largely
irrelevant once it is established that the individual in question in point of
fact performs a service for compensation. Witness, e.g., the "hiring"
procedures of professional athletes, National Football League Management 
Council et al., 203 NLRB 958 (1973), and individuals supplied by referral
agencies, Manpower. Inc. of Shelby County, 164 NLRB 287 (1967).

- 20 -



D
o
c
u
m
e
n
t
 f
r
o
m
 t
he

 c
ol
le
ct
io
ns
 o
f
 th

e 
A
A
M
C
 N
o
t
 t
o 
be
 r
ep
ro
du
ce
d 
wi
th
ou
t 
pe
rm
is
si
on
 

D--845

of fully licensed and certified practictioners demonstrate, of some individuals

to perform their functions well.

Finally, in my consideration of what my colleagues have actually stated,

as opposed to the notable matters they have ignored, mention must be made of

my colleagues' final footnote:

As we have found, for the reasons stated above, that interns,
residents, and clinical fellows are not employees within the
meaning of the Act, we find no merit in Petitioner's contention

that they are employees based on Sec. 2(11) and (12) of the
Act • • • •

That simple footnote marks the majority's response to the two most significant

considerations presented by these cases---the language of the statute and the

intent of Cougress.

as:

III

Section 2(12) of the Act sets forth the definition of a "professional employee"

(a) any employee engaged in work . . . (iv) requiring
knowledge of an advanced type in a 'field of science or learning

customarily acquired by a prolonged course of specialized intellectual

instruction and study in an institution of higher learning or a
hospital . . . or

(b) any employee, who (i) has completed the courses 
of specialized intellectual instruction and study described 
in clause (iv) of paragraph (a), and (ii) is performing 
related work under the supervision of a professional person,
to qualify himself to become a professional employee as
defined iu paragraph .W.... [Emphasis supplied.]

Section 2(12) was, in part, designed to cover housestaff specifically. In

the words of the House Conference Report accompanying the Taft-Hartley amendments

to the Act, the section was designed to embrace "such persons as legal, engineering,

- 21 -
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ocieutific and medical personnel together, with their junior professional 
23/

assistants," and, as the language of Section 2(12)(b) so clearly states,

included in the definition of professional employee are individuals who have

completed courses of specialized instruction and are performing related work

,under the supervision of Section 2(12)(a) professionals. The definition fits,

Precisely, houseStaff officers. Presumably, the theory underlying my colleagues'

position is that Section 2(12) initially defines a professional employee as "an

employee, who," and since housestaff are not employees in the first instance

the remainder of Section 2(12) is irrelevant. But the "employee" to whom Section

2(12) initially refers is the "employee" of Section 2(3), which does not exclude

"students." More importantly, I think it the better course to consider the clear

language of Section 2(12) as bearing on the scope of Section 2(3) than to

reverse the process and disregard, initially, Section 2(12) and the legislative

"'history behind it; establish, without reference to its language or our precedents,

the scope of Section 2(3); and, finally, utilize the conveniently established

limits of Section 2(3) to rule out application of Section 2(12). The latter

"analysis" would normally. merit more attention were there not an example

of an even more questionable statement within the majority's final footnote.

21/ I Leg. Hist. 540 (1947).

-22 -
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A large segment of the committee hearings on the recent amendments was

devoted to the testimony, statements, and accompanying documents of representatives

24/
of the housestaff in support of the amendments. For the most part, the testimony

concerned itself with the contention advanced by the Physicians National Houses taff

Association, amicus here, that housestaff officers should be excluded from the ambit

.2 of Section 2(11) of the Act, which sets forth the definition of "supervisor,"

because housestaff officers do not exercise supervisory authority "in the interest

sD,

0 of the employer." At no time during the course of the hearings was even a mention

made that housestaff officers, because "students," might not be entitled to covera
ge

25/

under the Act. In point of fact, any reasonably diligent reading of the legislative
0
sD,

history surrounding the amendments would make it clear that coverage of ho
usestaff, in

,0
0

some context, was an assumption on the part of Congress. That is 
evident when one

26/

considers the congressional response to the housestaff representatives' contention

that amendment of Section 2(11) was necessary:

0 Various organizations representing health care professionals ha
ve urged

an amendment to Section 2(11) of the Act so as to exclude such
0 professionals from the definition of "supervisor". The Committee has

studied this definition with particular reference to health ca
re

professionals, such as . . . interns residents fellows . . . and

concludes that the proposed amendment is unnecessary because
 of

existing Board decisions. The Committee notes that the Board
 has carefully

avoided applying the definition of a "supervisor" to a health 
care

5 professional who gives direction to other employees, which dir
ection is

incidental to the professionals treatment of patients and thus is not

the exercise of supervisory authority in the interest of the empl
oyer.

8 [Emphasis supplied.]

- 2.4/ See Hearings, supr4, at 291--423.
1.5.1 The AMC, amicus here, filed a statement subsequent to the testimony and

statements of the housestaff representatives. Id. at 636. S
upport for the

proposition that AAHC and the employers in these cases ar
e accomplishing here

at the Board what they could not and would not accompl
ish before Congress is

gleaned from the fact that AAHC did not, at that time, 
even mention the argument

so readily accepted by my colleagues.

2§./ S. Rept. 93--766, 93d Cong., 2d Sess. 6(1974). The 
same language appears in the

substantially identical House Report.

-23 -
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Throughout the debates on the floors of both Houses, again, no mention of
the "student" status of housestaff officers can be found. Senator Cranston,
co-sponsor and floor manager of the Senate bill, indicated, on the other hand, that
one of the conditions the bill was designed to redress was the "notoriously
underpaid . . . average annual salary for all hospital employees—including
doctors . . . . According to [the] president of the Physicians National Housestaff

2

Association, the average house staff officer---intern, resident, or fellow---workssD,

0 70 to 100 hours per week, and earns about $10,000 per year. His hourly waRe, then22/ranges from $1.92 to $2.74." The majority's response to the above legislative(.)
history bears repeating:0

sD,

As we have found . . that interns, residents, and clinical fellows are,0 
not employees . . . we find no merit in Petitioner's contention that

0
they are employees based on Sec. 2(11). . . .

Obviously, no petitioner has contended that it represents "employees" be-cause

0

0
(.)

(.)

5

(.)
8

it represents "supervisors." And yet, that, apparently, is how my colleagues dismiss
the compelling argument that, in treatinii the question of amendment to Section 2(11),
Congress clearly and explicitly recognized housestaff as employees.

It is clear to me, as the language of Section 2(12). states, the legislative
history of Section 2(12) states, the Committee Reports on the hospital amendments
state, and Senator Cranston states in explanation to his colleagues, that housestaff
officers are covered by this Act.

IV

Thus far I have attempted to deal with the substantial errors in judgment I
perceive in my colleagues' disposition of these cases. But apart from what I

22J 120 Cong. Rec. S6933 (daily ed., May 2, 1974) (emphasis supplied).
-24 -



consider to be their missta cemehL u,

'their failure to set forth the complete fa
cts, and what I am convinced is their

trifling with the language of our statute and its 
legislative history, my

disagreement with my colleagues, in these cases, equa
lly extends to an understanding

of the very purposes of this statute and, more 
particularly, the additional

responsibilities we have recently assumed as a result o
f the clearly stated

congressional conviction that labor relations in the vi
tal health care industry is

best governed by this statute. That conviction flows fr
om another, expressed through

all the Congresses that have considered our sta
tutory scheme---that this statute

0

is protective and ameliorative. To read the legisl
ative history of the most recent

sD,
amendments is but to recoglAze that conviction. Thus, in c

onsidering how to minimize

0

the potential for disruption of medical services i
nherent in an amendment granting

-c7s

-c7s significant numbers of employees the right to strike, C
ongress, realizing that

0
sD,

recognitional strikes do not cease because outlawed, co
nsidered it the wiser course

0 to make available the provisions of this statute for 
the orderly resolution of

0

such recognitional struggles: "The Committee was also
 impressed with the fact,

410
emphasized by many witnesses, that the exemption of nonpro

fit hospitals from the

Act had resulted in numerous instances of recognition stri
kes and picketing.

0

0 Coverage under the Act should completely eliminate the need for any
 such activity,

since the procedures of the Act will be available to resolve 
organizational and

28/
,-E recognition disputes.
0

5 And so there is a pathetic irony in what my colleagues do today. The 
onset

of organization of housestaff officers is among us. Fewer cases may
 come to this

0
121

Agency, but as many will come to the training hospitals. The one group so sing
ularly

involved in the congressional issues, both in terms of its immediate relationship

with the delivery of medical services and in terms of its recognitional intere
sts,

28/ S. Rept. 93--766, supra at 3.

—25 —
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is, today, by fiat, read out of the Act. This decision is not grounded in the
29/

statute, the law, or reason. Accordingly, I must dissent.

Dated, Washington, D.C.
MAP 1 9 1976

John H. Fanning, Member

NATIONAL LABOR RELATIONS BOARD

iv There is a seeming futility in my addressing the subsidiary unit question
presented by these cases. But, for the purpose of wholeness and because
I suspect that what my colleagues have done today is, in part, shaped by
that consideration, I deem it fitting to set forth my views. I would grant a
unit of all housestaff officers, to include all fellows. Although the
singularity of interests I perceive in these cases runs, generally, only
to interns and residents, I nevertheless believe all fellows, by virtue of
the fact they are house and not medical staff, and by virtue of that fact
alone, must be included. With the exception of amicus AAMC and the employer
in St. Christopher's Hospital for Children, 223 NLRB No. 58, issued this day,
no employer in the cases decided today contends salaried attending physicians
must further be added to the "house staff unit." Nevertheless, one of the unit
considerations presented by these cases flows from the expressed congressional
admonition to this Board to consider unit questions, in part, from the standpoint
of the number of units which might otherwise result from an individual unit
determination and, consistent with Board standards in this area, to avoid a.
proliferation of bargaining units.

A unit of housestaff implies, I suspect, a unit of salaried attending
staff. Thus, it is conceivable that in any given institution as many as four
professional units may result from that determination, given the Board's
determination of the appropriateness of a Unit of registered nurses, when
sought separately (Mercy Hospitals of Sacramento Inc., 217 NLRB No. 131 (1975).)
The establishement of a unit combining all doctors, thus, has considerable
appeal, especially at first glance. However, on my analysis of the records in
these cases, it appears to me that in consequence of the vast operational
authority vested in medical staff salaried attending physicians in training
institutions approximate managerial employees. In addition, their role in
relation to housestaff leads me to conclude with a greater degree of assurance
that, absent unusual circumstances, they are also supervisory. Finally, as a
practical matter, while organizational efforts among attending staff exist,
organization of such highly paid individuals can fairly be expected to be
minimal. For those and other reasons requiring a more detailed discussion
inappropriate here, I resolve the matter on the side of an "all-housestaff"
unit. Finally, I note for my colleagues that the Board has already, through
its Regional Directors, certified what amount to housestaff units in Kingsbrook 
Jewish Medical Center, Case 29--RC--02785„ and Children's Hospital of the
District of Columbia, Case 5--RC--09152. All of which tends to demonstrate, I
suppose, tnat when left to their own devices institutions which truly accept
the rignts and responsibilities set forth in the Act can come to live with that
fact.

—26 —
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Institute of Medicine
Social Security Studies Final Report

MEDICARE-MEDICAID REIMBURSEMENT POLICIES
March 1976

Chapter-By-Chapter Summary of Findings

Chapter 1: TEACHING HOSPITALS 

Varying amounts of federal and state government dollars flow into hospitals
from the Medicare and Medicaid programs. On the average, Medicare and Medicaid
funds make up 37 percent of total revenues in the 81 non-federal sample
hospitals.

Because of concern over possible conflict under Part B, not all hospitals
which could do so claim reimbursement from Medicare for supervision and
teaching services of teaching physicians.

Chapter 2: TEACHING PHYSICIANS 

111 Not all physicians in teaching hospitals are teaching physicians; the pro-
portion of teaching physicians is greater the more closely the hospital is
associated with a medical school.

Teaching physicians spend about 20 percent of their time in joint activities
which result in education and patient care; most of this time is spent with
interns, residents, and fellows.

Teaching physician compensation arrangements vary. In the sample hospitals,
44 percent of teaching physicians receive no compensation from a hospital
or medical school; 56 percent receive a full or partial salary from a
medical school, hospital or both.

Control over professional fees is specified in financial agreements between
teaching physicians and institutions. In some cases, the institution con-
trols fee revenues; in others, physicians control them; and in still others,
control is shared by the institutions and physicians in elaborate arrange-
ments called practice plans.

Most teaching physicians receive their income from a combination of pro-
fessional earnings and institutional funds. When the physician controls
his own fees, an institution with which he is associated usually does not
know his total income, but only the portion, if any, paid from institutional
funds.

Physicians employed by public medical schools receive 30 to 40 percent of
their income from professional fees. The fee percentage is probably higher
in private schools.
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Physicians employed by hospitals usually are paid from hospital general
revenues and receive no income from fees; five sample hospitals are excep-
tions in that fees generated by employed physicians flow into hospital
general revenues, from which the physician salaries are paid. Thus, they
receive income from fees indirectly.

Most institutions and practice plans do not know the payor sources of fee
revenues; for the few that record this information, Medicare and Medicaid
account for about 30 percent.

Faculty physicians in the 17 sample medical schools generated at least
$60.7 million in fees in fiscal 1974. Over half the fees were used to
support the physicians who generated them; the rest supported general
institutional expenses such as travel, support staff, and equipment.

Professional fees provide a substantial source of support for most medical
schools. In some, support is direct since funds flow through institutional
accounts. Even if fees go directly to physicians, indirectly they support
institutional programs if those physicians teach and care for patients at
little or no cost to the institution.

In about one-third of the sample teaching hospitals, physician fees are
controlled by practice plans, which determine how fees are divided between
the physicians and the institution. Many plans also specify how the in-
stitutional portion is to be used.

Some plans are organized on a medical school basis; others are hospital
plans. Plan members are physicians who receive a salary from the institu-
tion. The medical school plans provide additional income to the physicians;
hospital plans channel fees into research and education funds controlled by
the institution or department.

Chapter 3: ORGANIZATION OF PATIENT CARE 

Patients were classifed as private or non-private; usually on the basis of
two non-medical criteria: patient-physician relationship and ability to
pay.

Hospitals always screened for ability to pay hospital charges but did not
screen specifically for ability to pay physician charges.

Twenty-three of 81 hospitals ° in the sample had almost all private patients.
The majority of patients in these institutions had a patient physician
relationship with their attending physician before admission to an in-
patient service. The physician, rather than the patient, determined where
the patient would receive hospital care.

Twenty sample hospitals had non-private patients only. The majority of
patients in these hospitals went to an institution, rather than to a physi-
cian, for medical care. Most patients had no or limited ability to pay
for hospital services.
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In 38 sample hospitals, there were both private and non-private patients.
Patient-physician relationship was the first criterion for patient classi-
fication. Ability to pay became the primary determinant for classification
if the patient had to be assigned an attending physician during admission.

Sample hospitals were most likely to have both private and non-private
patients, regardless of ownership or education association with a medical
school. All local government-owned hospitals which had non-private patients
only, were an exception. If hospitals with both patient classifications
were excluded, privately owned hospitals tended to have private patients
only and publicly owned hospitals tended to have non-private patients only.

There were more Medicare patients in hospitals with private patients only
and hospitals with both private and non-private patients. There were more
Medicaid patients in hospitals with non-private patients only. Medicare
beneficiaries able to pay deductibles and coinsurance generally were
classified as private in hospitals which had both private and non-private
patients.

Beds in geographic settings which could be identified as either private
or non-private accounted for a small percentage of total beds in those
hospitals with both private and non-private patients.

Hospitals with private patients only had fewer teaching programs than
hospitals with non-private patients only or hospitals with private and
non-private patients. Hospitals with private and non-private patients
tended to have teaching programs in all hospital services.

House officers who saw non-private patients had more responsibility for
patient care on inpatient services than house officers who saw private
patients.

House officers in hosptials with private patients only and in mixed settings
in hospitals which had both private and non-private patients received more
direct supervision from attending physicians than did house officers in
hospitals or hospital settings with non-private patients only. House
officers mall hospitals and hospital settings, however, spent most patient
care time either directly supervised or independently with expectation
of review.

House officers were generally more responsible for patient care activities
and spent more time independently, without supervision, in outpatient areas
than they did in inpatient areas.

Chapter 4: GRADUATE MEDICAL EDUCATION 

Hospital operating funds, composed largely of patient care revenues, are
the major source of support for house officer salaries. Those medical
schools which share or pay the full cost of these salaries tend to use
state appropriation funds for this purpose.
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• Training programs in hospitals closely associated with medical schools tend
to have access to more sources of funds than those less involved.

Because Medicare and Medicaid funds are merged with other patient care
revenues-to meet ongoing operating costs, it is not possible to separately
determine the extent to which they support individual specialties. However,
the reimbursement formulas encourage hospitals to expand inpatient special-
ties and, thus, penalize the specialties which provide care and much of
their house officer training in ambulatory care settings.

Chapter 5: MEDICARE INTERMEDIARIES AND CARRIERS: 
IN TEACHING HOSPITALS 

All carriers do not maintain comparable information
and teaching hospitals.

THEIR RESPONSIBILITIES

on teaching physicians

There is little exchange of information among intermediaries and carriers.

Carriers do not select teaching physicians, teaching hospitals, or bene-
ficiary claims for IL 372 audit by a uniform method.

Carrier medical record requirements for documentation establishing the
attending physician relationship vary significantly. Thirty-nine
percent of the carriers require either inadequate documentation or
conduct no medical record review.

Chapter 6: ANALYSIS OF METHODS OF PAYMENT 

From this analysis, three points became clear: the potential for adverse
structural effects overshadowed the potential financial effects of changes
in the method of payment; no one of these payment methods avoided all
adverse impacts and fully satisfied the congressional concerns, thus,
modification of them was required; and it was important to assess the
potential effects of the modifications just as had been done for the
original payment methods.

Costs of the Medicare Program 

The differential in costs to the Medicare program under the cost and
charge methods of payment is best stated as a percentage change relative
to the amounts paid on an allowable charge basis in Fiscal Year 1974 to
the sample institutions where data were available. Under the cost method,
more hospitals would gain than lose professional service revenues and the
increased cost to the Medicare program is estimated to be two percent
greater than the amount paid under the charge method in Fiscal Year 1974.
These computations are based on Medicare paying full costs, not just
salaries and fringes, for physician ,services.
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•

Modification of the Payment Methods 

The recommended payment methods described in Chapter 1, Part I were shaped
into final form with modifications, the need for which became apparent in
the course of the formal analysis. Only minor modifications were made
to the cost method in the ceiling level on the imputed value of volunteer
services and the explicit recognition of the ability of a hospital to
shift from one payment method to another.

The unified method was explicitly restricted by the steering committee,
until its effects are better understood, both in terms of the qualifying
criteria and the decision to pay for house officers in their first post-M.D./
D.O. year (or second if required for licensure) on a cost reimbursement
basis to the hospital. Although the latter decision reduces the admin-
istrability fo the unified method, the steering committee was hesitant to
have house officers in that early stage of training providing billable
services. After there is some experience with the unified method, this
conditions might be relaxed in certain institutions or across the board
under the unified method of payment.

The fee method of payment is modified toward meeting the congressional
concerns and improving administrability by the elimination of cost reim-
bursement for the supervisory and teaching services of physicians on
general care nursing units. The establishment of the pre-admission physi-
cian relationship as a presumptive test for allowable charge payment is
also aimed toward reducing administrative costs. The tightened physician
role test will help meet the concerns of Congress. '

Effects of the Payment Method Modifications 

These modifications reduce the adverse effects of the payment methods and
increase their responsiveness to the congressional concerns. Thus, the
recommended payment methods offer improvements in each of these areas.
The principal adverse effects of the recommended payment methods are
found with the unified and cost methods -- both of which are responsive
to the congressional concerns, fit the teaching setting, and decrease
administrative costs. Under the unified method, increased costs would
shift to the beneficiary because both physicians and house officers would
be supported on an allowable charge basis. Under the cost method, program
costs for physician services will increase and, because of the elimination
of out-of-pocket costs to the beneficiary, utilization might increase,
thus, further increasing program costs.

Chapter 7: IMPROVING PHYSICIAN SPECIALTY DISTRIBUTION IN THE UNITED STATES 

A discussion of goals for physician specialty distribution must be placed
in the context of all other variables which contribute to the health
delivery system. Only limited gains can be achieved by improving one
variable without affecting the others. The state-of-the-art of analyzing
physician manpower needs for any population is primitive. The weak link
between the resources put into the health delivery system and the services
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generated by that system as measured by the health status of populations
served, forces the manpower planner to rely on indirect measures of improve-
ment which may result from changes in physician distribution. The most
useful information on which to base future physician specialty distribution
goals is physician productivity data, particularly the amount of time
specialists spend delivering non-specialty services. In extreme cases,
if a given specialty group uses its unique skills infreuqently, a decision
to reduce the number of physicians in this specialty can be based on solid
evidence.

Caution must be used in applying directly the physician distribution ratios
of organized medical care systems to this country. Since organized systems
vary among themselves in physician specialty distributions and since each
system has a different organization and financing features compared to this
country's medical care system, direct application of physician specialty
distributions is a dubious approach.

Further research is required to advance the state-of-the-art of developing
physician specialty distribution goals. Analytic approaches based on
assessing the population's needs for medical services will require accurate
data on the use of specific medical services and a clarification of the
efficacy of common medical procedures. Even when the health care needs of
populations can be more accurately estimated, value judgments will still be
required to determine the most appropriate physician specialty distribution
to meet these needs.

Chapter 8: MODELING PHYSICIAN SPECIALTY DISTRIBUTION

There is a wide range of informed opinion among panelists as to the optimal
distribution of physicians for any given medical specialty. However, for
a few physician categories such as general surgeons and contact physicians,
panelists agreed on the desirable direction of change, even though there
was a wide spectrum of opinion as to the absolute optimal level of physicians
in these categories. The results of these panels shows that the state-of-
the-art of estimating a desirable specialty distribution for a given geo-
graphic area can point the direction for desirable change, but do not
permit determination of precise numbers.

Panelists agreed on the direction of desirable change from the status quo
in those specialties for which there is evidence of low productivity.
The specialties for which the panelists had the most difficulty in deter-
mining optimal physician distributions were those in which the efficacy
of therapy was uncertain and those which shared a target patient population
With another category of physician.

Even in those specialties for which there was agreement on the desirable
direction of change, the opinions of the panelists reflect individual
uncertainty. The modeling process was used to demonstrate the difficulty
in determining optimal goals for physician specialty mix, not to provide
the "right" answer as to the optimal number of any given specialty needed
in a state of the country. It is clear that other groups using the same
set of data available to these panelists might develop a very different
pattern of optimal specialty distributions.
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Panelists agreed that additional information on physician productivity in
all specialties would increase the level of confidence with which they
could make allocation decisions. However, the complex interaction among
physician manpower allocation decisions and policy decisions in other
elements of the health care system and the tenuous relationship between
access to physician services and health status make determination of
any specialty distribution a subjective process.

Chapter 9: PHYSICIAN CHOICE OF SPECIALTY AND GEOGRAPHIC LOCATION:
A SURVEY OF THE LITERATURE 

Conceptual, definitional, and methodological problems in the literature
on physician choice of specialty and geographic location limit the
applicability of the findings for public policy. Much of the research
in this area deals with the general practitioner and has limited applica-
bility as the number of such physicians decreased.

Many factors affect a physicians choice of specialty and geographic loca-
tion in the United States, and financial incentives appear to play only a
minor role in these determinations.

There is no fixed time at which a decision to choose a particular specialty
is made and specialty choice is frequently changed, particularly if made
early in training. The effect of individual characteristics on specialty
choice cannot be distinguished from that of institutional variables. In
general, however, physician specialty preference appears to be conditioned
by background and personality characteristics and reinforced by medical
school and graduate medical education experiences, particularly with
respect to faculty influence. The paucity of primary care role models
in such settings may be partially responsible for a tendency toward
specialization among recent graduates.

All specialists are not similarly affected by factors influencing location
choice, although there is a direct association between previous geographic
contact with a particular area and a physician's choice of practice loca-
tion. The type of community in which a physician was born or lived before
attending medical school, the location of the medical school and graduate
training experience contribute to location decisions. Life style factors
as well as the existence of professional resources such as medical schools
and hospitals are important contributing factors as well. Several studies
suggest that a location decision is not made until after graduation from
medical school by as much as 75 to 85 percent of all physicians. Although
income alone does not explain physician location choice, communities which
physicians locate are usually ones in which an adequate income level can
easily be generated.
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Chapter 10: PHYSICIAN CHOICE OF SPECIALTY AND GEOGRAPHIC LOCATION:
AN ANALYSIS OF THIRD PARTY PAYMENT LEVELS 

The current usual and customary reimbursement medanism is unlikely to
ameliorate the geographic distribution problem. Contrary to conventional
economic theory, high Medicare prevailing fees are found in high physician
density areas. High. fees also tend to occur in areas of metropolitan
character, with a realtively high concentration of hospital beds, and
where one or more medical schools are located. West Coast counties with
these characteristics tend to have higher fees than other parts of the
country.

After adjustment for cost of living idfferences by county, prevailing
fees for identical procedures show as much as a tenfold difference between
the highest and lowest.

Medicare mean prevailings tend to be lower than the commerical insurers
by about 14 percent. This is consistent with the fact that Medicare pre-
vailings are set at the 75th percentile of the distribution of physician
fees, whereas the commercials set their prevailings at approximately the
88th percentile.

Medicaid prevailings were found to average about 72 percent of the Medicare
prevailing level. In some areas, the Medicaid prevailing for an individual
procedure may be less than 20 percent of the corresponding Medicare pre-
vailing.

Medicare assignment rates have declined from 64 percent in 1969 to just
below 50 percent in 1975. Per capita income and the carrier rate of reduc-
tion explain much of the variation in assignment rates among regions.

From 1968 to 1972, Medicare fee inflation was greater for procedure oriented
specialties such as general surgery and ophthalmology than for specialties
such as internal medicine and general practice.

Economic variables did not explain the varying rates of fee inflation from
carrier to carrier from 1968 to 1972. Of particular interest was the lack
of association between changes in physician density and Medicare fee
inflation.

Chapter 11: FOREIGN MEDICAL GRADUATES 

The trend apparent in the 1960s and early 1970s toward increased numbers
of FMGs in residency positions now appears to be changing since there are
more USMGs seeking training positions. Without further growth in training
positions, by the mid-1980s almost all graduate medical education positions
could be filled by USMGs. Since most medical licensing jurisdictions in
the United States require completion of at least one year of approved post-
graduate training, a reduction in the numbers of positions available for
FMGs will reduce the number of FMGs who can enter the United States medical
care system as fully licensed physicians.
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FMGs are not distributed evenly among specialties, institutions, or geo-
graphic areas. Attention must be given to the effect that changes in the
numbers of FMGs entering the United States will have on institutions and
the implications this has for patient care.

Although Medicare and Medicaid support is slightly higher in institutions
with higher concentrations of FMGs, the difference is not statistically
significant.

House officer activity data do not show great differences in the professional
activities of house staff between USMGs and FMGs or in programs of varying
concentrations of FMGs.

The data collected from program directors which indicate that United States
medical graduates are preferred, and data from house officers which show
that FMGs gend to be in the specialty of first choice less often than USMGs,
and that FMGs slightly more often cite "availability of training positions
in specialty" as a factor for specialty choice indicate that to a certain
extent foreign medical graduates tend to occupy residual or less desirable

training positions.
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Institute of Medicine
Social Security Studies Final Report

MEDICARE-MEDICAID REIMBURSEMENT POLICIES
March 1976

Recommendations

RECOMMENDATION 1. A COST-BASED METHOD OF PAYMENT (Page 39)

The elective cost reimbursement payment method currently in effect under
Section 15, Public Law 93-233 should be continued. Minor modifications
are recommended in the following guidelines:

O In hospitals electing cost, fee-based payment should be allowed for
special care units, such as burn units or poison centers, that are open
to the community.

O Payment for physician services should reflect as closely as possible the
full costs of providing the services.

o Under the cost payment regulations issued under Section 15, Public Law
93-233, inclusion of payment of the imputed value of volunteer services
should be continued because:.
- Volunteers provide valuable uncompensated patient care and teaching
services to graduate medical education that would otherwise have to be
obtained from paid physicians.

- It will allow the hospital to improve patient care and provide some
educational and research benefits to its programs.

- Loss of volunteer teaching physician services in hospitals with mostly
non-private patients could deny access of non-private patients to the
services of community physicians, some of whom offer specialties not
included in the hospitals' employed physician staff.

O Under the same cost regulations, there should be the following modifica-
tion: The ceiling of $30,000 (for fiscal years starting July 1, 1973,
and subject to revision for subsequent years) on the imputed value of a
volunteer teaching physician's services should be changed to the average
salary for full-time physicians in the area or the VA compensation for
full-time physicians if an area average -is unavailable.

Institutions should be allowed to shift from cost to an entirely fee-based
payment method by notification of the carrier and intermediary that all
of their physicians who meet the proper criteria will begin billing on a
fee basis for their services at the beginning of the next cost reporting
period. At the close of a six-month period, the carrier would conduct an
audit of the care provided; if the audit results were deemed satisfactory,
and fee billing allowed, the two year phase out of cost reimbursement for
supervisory and teaching services would begin with the next accounting
period. (See Recommendation 3).
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RECOMMENDATION 2. A UNIFIED METHOD OF PAYMENT (PAGE 40)

The unified method is appropriate to institutions where there is a physician
team approach to patient care and graduate medical education. Present
knowledge and understanding of this method of payment suggest that it is
responsive to the concerns of Congress and also appropriate to the ideals
of graduate medical education. All covered services of licensed physicians
(teaching physician and house officer) to Medicare beneficiaries would be
paid for on a reasonable charge basis. House officers who have not com—
pleted the first year of post—M.D./D.0. training (or the second depending
on state licensure requirements) are to be paid on a_cpst reimbursement
basis to the hospital. The proposed conditions for this payment method

0
limit its application to teaching institutions where there is a closerelationship between teaching physician and house officer so that the0 conditions for personal and identifiable service are met by the team

sD,
regardless of who actually performs the service.0

Characteristics of the Unified Payment Method-00(.)
Fee billing for services rendered (a daily or capitation rate for

-0O physician services may be more appropriate).sD,0 Whether the teaching physician or the house officer delivers the serviceshould not affect the level of payment for the service provided.

0

O No cost reimbursement for house officer salaries, except for houseO officers who have not completed the first year of post—M.D./D.0. training(or the second depending upon state licensure requirements).*

• 
All payments would be made on an allowable charge basis and out—of—pocket costs to beneficiaries would increase because of the co—payment0 provisions in Part B.

O 
Institutional Conditions for the Unified Payment Method0

0 There must be a closed panel of teaching physicians in an organized

(.)

group who receive all of their compensation from the organization, who
(.)

will enter into a relationship with the house officers.Teaching physician practice must be limited to one or two hospitals.O The closed panel must include skills necessary for a broad spectrumof medical and surgical service within the institution(s). (See Rec—ommendation 3, point 7.)
(.) To adopt the payment method the institution must have no graduate medical
0
121 education programs on probation but may have them on provisionalapproval.

*Some additional direct pciY1ent of a portion of such house officer salaries
might also be considered if necessary to adequately support the edv.c. tional
mission and reduce some of the shift of costs to the beneficiaries.
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RECOMMENDATION 3. A FEE-BASED METHOD OF PAYMENT (PAGE 41) 

A fee-based method of parnent is appropriate, although not necessarilythe only appropriate method of payment for teaching physicians, only whenthey provide personal and identifiable services to program beneficiariesor directly supervise the provision of such services by house officers.Medicare's split financing and the nature of graduate medical educationcall for special definition of "personal and identifiable." However, thepayment method alone cannot assure that personal and identifiable ser-vices will be provided and the program's and the beneficiaries' interestsmust be protected through Professional Standards Review Organizations,carrier audit practices, and other appropriate mechanisms.

With one exception, the role test as described in the proposed Section
227 regulation is deemed appropriate as a test of whether personal and
identifiable services are provided. The exception is the requirement for
a pre-admission relationship between the physician and patient. This
requirement does not recognize the fact that although a patient may not
have been referred or admitted by his own physician, he may be indeed
receiving personal and identifiable services from an attending physidian.

Pre-admission or prior patient-physician relationship, however, is an
appropriate "screen" for identifying situations where fee-for-service
payment would be automatic. This screen appropriately applies to the
physician and his provision of service, not to the institution and its
ability to collect or demonstrate past collection of professional service
fees as required in the proposed Section 227 patient liability test.
Applied this way, the prior relationship screen meets the administrative
purpose of the patient liability test which is to identify situations where
it reasonably could be assumed that the physician role test was being met.

Guidelines for a fee-based method of payment should include:

• Phasing out cost-reimbursement for supervisory and teaching services in
teaching hospitals where fees are paid, over a two-year period at the
rate of 50 percent per year. At the close of the two-year period, no
cost-reimbursement would be allowed for:
- Supervision or teaching of house officers, except the director of

medical education as noted below;
- Regular or routine teaching physician service on general care nursing

units; and
- Administrative services of teaching physicians, except where there

is a written agreement defining the specific services to be performed;
for example, director of medical education, administration of a pul-
monary function laboratory, cardiac catheterization laboratory, or
the like.

• The Medicare Cost Report forms should be revised so that reimbursable
costs for administration, supervision, and teaching of house officers
will be reported as an identifiable item. This will permit monitoring
of the phase out and assessment of its effects.
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RECOMMENDATION 3. A FEE-BASED METHOD OF PAYMENT (PAGE 41 continued)

O Cost reimbursement for house officer salaries, fringe benefits, and related
costs would continue.

o The prior or pre-admission relationship which is to be used as an admin-
strative screen should be defined to include any of the following:
- Patient was seen in attending physician's office prior to admission

to the hospital;
- Referral of the patient to an individual, a department, or the in-

stitution by an out-of-area physician;
eft

- Referral of an inpatient to another physician or department within the
hospital; or

- Emergency patients and out-of-area patients who are assigned to a
teaching physician covering the hospital.

m The following physician

227 regulations)* should be adopted.
- reviews the patient's history and

tests, and makes frequent reviews
- confirms or revises the diagnosis

ment to be followed; and

role test (modified from the proposed Section
The teaching physician:

the record of examinations and
of the patient's progress;
and determines the course of treat-

- personally examines the patient on admission and sees the patient
regularly thereafter during the stay; and

- personally supervises treatment provided by interns, residents, or
others to assure it is appropriate, and is present and ready to perform
any services performed by a personal physician in a non-teaching setting
when a major surgical procedure or a complex or dangerous medical pro-
cedure is performed; and

- is recognized by the patient as his personal physician and is personally
responsible for the continuity of the patient's care; and

- is looked to by the patient to provide or arrange for any needed
followup or post-hospital care.

m Within one year, reviews to determine whether personal and identifiable
services are being provided to beneficiaries should be conducted in all
hospitals in which small proportions of patients meet the criteria
for pre-admission patient-physician relationship as described above.

m Institutions should be free to shift from any one of these three rec-
ommended payment methods to another, provided the conditions of that
option are met. Timing and conditions of the shift must be negotiated
with the respective carrier and intermediary. Under the recommended pay-
ment methods, all teaching physicians rendering service in a hospital
would be covered by a Single payment method, with exceptions as noted
under Recommendation 1. Mixed and geographic settings for different
payment methods within a hospital would not be recognized.

As a result of this recommendation the sample hospitals which currently
claim cost reimbursement for supervisory services of teaching physicians
would incur a loss to the institutions over two years totalling some 13
to 18 million dollars if they remain on_a fee basis.

*Part A, Intermediary Manual, DHEW, No. A3141.5, July 1973.
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-
a
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RECOMMENDATION 4. DEMONSTRATION AND EXPERIMENTAL PAYMENT METHODS (PAGE 43)

Three payment methods are recommended for demonstration and experiment

in the Medicare and Medicaid programs. Each proposal for a demonstration__

or experimental payment method should include a plan for evaluating the
payment method which includes its effects on the program beneficiary,
the physician, the institutional provider, and the program itself.

• The unified method of payment (Recommendation 2) with less restrictive
conditions and criteria as may be proposed by physician groups or in-
stitutions and agreed to by the Social Security Administration On a
demonstration and experimental basis.

o The lump sum method is used widely to provide payment for professional
patient care services to specific patient groups, for example, crippled
children under Title V, Maternal and Child Health. This method of
payment involves a negotiated contractual relationship between physicians
or institutional providers and the payor. The contract specifies the
services that will be provided, the amount that will be paid for them,
who will provide them, and may enumerate the patient group as well as
describe its characteristics. On an experimental or demonstration
basis, the lump sum method of payment offers the features of a negotiated
rate for services to a defined patient group, payment in a known amount
for physician services, and annual negotiation which can reflect
payor satisfaction or dissatisfaction with the services received and
physician satisfaction or dissatisfaction with the amount and conditions
for payment. The lump sum payment method can provide an intermediate
step for the physician group wishing to change from cost to fee-based
payment or as a probationary payment method to be required by the payor
when conditions for fee-based payment are not fully met. Uncertainties,
which may result in possible serious disadvantages, with respect to the
lump sum method preclude recommendation for its full adoption. These
uncertainties include definition of the patient group, definition of an
appropriate physician group, assurance of teaching physician participation
in the provision of care, and definition of the appropriate relationship
between the physicians and the hospital.

Services of both house officers and teaching physicians could be paid on
the basis of costs or charges or both.

• A fee-based method under which licensed residents in family practice,
general practice, pediatrics, and general internal medicine who have
completed either the first or second year (where a second year is re-
quired for licensure) of post-M.D./D.0. training would be certified by
the director of the training program as qualified to perform independently
certain specified services or procedures in the hospital outpatient
department. The resident could be paid for these services just as any
fully trained physician would be and he would be the attending physician.
There would be no cost reimbursement for salaries of these residents and
no consultant fee paid for teaching.
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O
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RECOMMENDATION 5. (PAGE 45)

.RECOMMENDATION 5. Section 227 of Public Law 92-603 should not go into
effect on July 1, 1976. Until new legislation can be enacted and attendant
regulations issued, Section 227 of Public Law 92-603 should be further
suspended and authority to continue cost reimbursement for physician ser-
vices under Section 15, Public Law 93-233 should be extended.

COMMENTS OR RECOMMENDED POSITION:
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RECOMMENDATION 6. (PAGE 45)

- -

RECOMMENDATION 6. Administrative priority should be given to more uniform 

application of the Medicare regulations  and guidelines in teaching hospitals

across the country. Efforts to improve administration should include:

• A determination of the priority to be assigned administration of

teaching physician payment methods in relation to other carrier activities

by the Bureau of Health Insurance and the carriers.

• A mechanism to improve communications between carriers so that implemen—

tation strategies can be exchanged;

o Selection of teaching hospitals for audit by a sampling methodology

that reflects the volume of teaching patients in the institution who

are program beneficiaries;

• detailed instructions by the Bureau of Health Insurance on sampling

procedures and specifications of acceptable and unacceptable medical

record documentation for establishment of an attending physician relation-

ship.

COMMENTS OR RECOMMENDED POSITION:
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•

REUMMENDATION 7. (PAGE 45)

RECOMMENDATION 7. To move toward more uniform treatment across programs,.
the recommended payment methods  for teaching physicians should be  aiven 
serious consideration by state Medicaid programs and other third  party.
payors..

COMMENTS OR RECOMMENDED POSITION:
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RECOMMENDATION 8. (PAGE 45) 

-RECOMMENDATION 8. Proposals for future changes in the method of payment
should be  accompanied by estimates of the dollar differences to result
from the  change, the effects on the structure for receipt and control of 
professional service revenues, and the effects on the beneficiary, insti—
tutional provider  and professional, and the health insurance program.

441; !J, •

COMMENTS OR RECOMMENDED POSITION:
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RECOMMENDATION (PAGE 63) 

The study group recommends that financing mechanisms be changed to provide
more equitable support for ambulatory care services so that medical
schools and teaching hospitals would find it easier financially to
support primary care training programs. Furthermore, Medicare and
Medicaid monies might be used as an incentive to support the expansion
of training opportunities in the contact physician specialties. The
costs of residencies in the contact physician specialties should be
excluded from provisions of Section 223* which place a ceiling on the
allowed increase on costs to be covered by Medicare.

*Section 223 authorizes the Secretary to establish limits on overall
direct or indirect costs which will be recognized as reasonable for
comparable services in comparable facilities in an area.

COMMENTS OR RECOMMENDED POSITION:

In a hospital reimbursement proposal being drafted by the Senate
Finance Committee staff, it is proposed that costs of all interns and
residents (as well as other items) be excluded for purposes of deter-
mining ceilings to be placed on Medicare routine service costs. The
AAMC, after Administrative Board and Executive Council discussion, has
supported this approach. The final sentence of this recommendation would
comprise the objectives of this exclusion, and should most likely be
rejected.
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RECOMMENDATION (PAGE 63)

In the absence of a competitive level of support for residents with
ambulatory care orientations, until third party payment mechanism have
been restructured, the study grouk) recommends that direct support to 
medical schools and teaching hospitals be continued through special 
project grants. This support should also be extended to cover the
other.contact-specialties of general internal medicine and general
pediatrics where quality programs can be maintained.

COMMENTS OR RECOMMENDED POSITION  :
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RECOMMENDATION (PAGE 63)

Grants could be given to health maintenance organizations, community
hospitals, comprehensive health centers, group practices, and offsite
training locations to cover the costs of training medical students
and residents.'

COMMENTS OR RECOMMENDED POSITION:
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RECOMMENDATION (PAGE 64)

Because the VA system trains specialists who later enter the practice
of medicine in internal medicine for the general population rather than
the VA hospital population, the VA should be encouraged to increase its
emphasis on primary care practice in internal medicine and to continue
to develop rotations for house staff to community-based hospitals and
ambulatory care settings.

COMMENTS OR RECOMMENDED POSITION:
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RECOMMENDATION (PAGE 64) 

It is the opinion of the steering committee that a national system for
monitoring physician manpower should be established. To be effective,
the monitoring function must be linked to a mechanism or a body which
can effect the desired changes in physician specialty distribution, over
time, by having the authority to regulate the number and distribution
of residency training positions. The propriety of a wide range of
public and private organizational structures to undertake these functions
has been considered. The study group recommends that a combined public 
and private sector effort be undertaken to monitor and control the 
number of residency positions, by specialty.

COMMENTS OR RECOMMENDED POSITION:

The Association has taken the position that designation of residency
positions by specialty should be the responsibility of a national
agency. In legislation introduced by the Association the Coordinating
Council on Medical Education was to be provided the opportunity to
assume this responsibility. In the Association's proposal, the Liaison
Committee on Graduate Medical Education would report to the Coordinating
Council the accredited programs and the maximum number of residents
that could be enrolled commensurate with maintaining the quality of the
educational offering. The Coordinating Council would designate the
number of positions to be filled based upon its perceptions of national
physician manpower needs. The Coordinating Council's recommendations
would be made known to the Secretary of HEW. Programs enrolling numbers
of trainees greater than recommended by the Coordinating Council would
be subject to loss of reimbursement from federal sources.

As an alternative recommendation to the Coordinating Council was that a
federal agency be established with membership composed of individuals
nominated by parent organizations of the CCME and federal and public
members.

See Appendix A - Page 33
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RECOMMENDATION (PAGE 66)

The study group recommends that the following interim strategy for post-
graduate physician training be implemented on July 1, 1977, and remain 
in force until the commission and the voluntary accreditation agencies 
have time to develop and implement a comprehensive physician manpower 
plan.

o With the exception of the category of contact physicians
defined as family practice, general internal medicine, and
general pediatrics, the number of all other postgraduate
specialty training slots available as of July
1977 should be held at the level of residency positions
filled as of July 1, 1977.

o The number of training slots for contact physicians should be
expanded, with care given to ensure that the highest quality
educational environment is maintained.

o There may be unusual circumstances which warrant an expansion
of residency training slots in other than the contact specialties.
Examples of these situations would include medical schools in
the process of development or pending commitments to individual
trainees.

COMMENTS OR RECOMMENDED POSITION:
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RECOMMENDATION (PAGE 67) 

To encourage this trend, the study group recommends that all third party
payors incorporate the following principles:

0 Benefit structures, including deductibles and coinsurance,
should not encourage the use of inpatient care at the expense
of ambulatory care. There should be no reduction in current
inpatient benefits under Medicare and private plans to achieve
this objective.

o Fees should be restructured to encourage the delivery of primary
care services. Fees earned by contact physicians for the
delivery of primary care should be at least equal to the fees
earned by specialists for these same services.

0 In order not to discourage primary care physicians from accepting
Medicare and Medicaid beneficiaries, the allowed charges for
these programs should be comparable to those of .other third
party payors. Recognizing the financial pressures faced by
state governments, we must nevertheless point out that if fees
are very low, as they are in some Medicaid programs, access
to health care services may be denied to program beneficiaries.

COMMENTS OR RECOMMENDED POSITION:
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RECOMMENDATION (PAGE 67) 

A major study should be undertaken to re-examine the basis of physician
fees and the fee allowances in public and private health insurance
programs.

COMMENTS OR RECOMMENDED POSITION:
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RECOMMENDATION (PAGE 70)

The study group recommends that Medicaid practices which pay physicians at 
lower levels, particularly in underserved areas, be discontinued. This may
be difficult to achieve, given the financial pressures faced by many state
governments. Furthermore, anecdotal evidence on the disproportionate
billing and administrative expense often associated with collective Medicaid
fees suggests that a detailed examination of Medicaid administrative prac-
tices should be undertaken to document the extent to which these practices 
affect the availability of physician services in underserved areas.

COMMENTS OR RECOMMENDED POSITION:
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RECOMMENDATION (PAGE 85)

In view of the increasing number of United States medical graduates, the
decreasing number of positions likely to be available for foreign medical
graduates, and the pOssibility that future foreign medical graduates may
not be able to secure the graduate medical education necessary for full-
licensure in this country, the steering committee recommends the elimination 
of existing incentives for physiciansimmigration, including the removal of 
medicine as a shortage profession under the Department of Labor's Schedule A.*
The recommendation to remove medicine as a Schedule A shortage occupation in
no way implies that the steering committee takes a position on whether the
United States has adequate physician manpower, but merely reflects the view
that graduate medical education positions for foreign medical graduates
are not likely to be available in sufficient numbers to justify continued
preferential immigration for physicians. •

*Schedule A is issued by the Department of Labor and lists occupations in
short supply in the United States.

COMMENTS OR RECOMMENDED POSITION:
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- 33 - APPENDIX A 

(FROM AAMC SPONSORED BILL H.R. 3279)

"TITLE XVII--M.EDICA L RESIDENCY TRAINING

2 .PROG RA.MS 4

"EFFECT OU NONACCRBDITATION OR EXCESS POSITIONS IN

MEDICAL RESIDENCY TRAINING PROGRAMS

5 "SEC. 1701. (a) For purposes a this titl.e the term

6 'medical residency training program' means a program which

7 trait is graduates of schools of medicine and schools of osteop-

8 athy in a medical specialty recognized by the liaison coin-

9 mittee for specialty boards established. jointly by the Amai-

n can Board of Medical Specialties and the Council on Medical

1.1 Education of the American Medical Association (or any suc-

12 cessor of such committee) and which provides the graduate

13 education required .by the specialty board (recognized by

14 such liaison committee) for certification in such specialty.

15 Such term does not include a residency training program in

16 an osteopathic hospital.

17 " (b) (1) In the ease of any entity which. is engaged in

18 business as a health care facility, Ihe compensation of a doe-

19 tor of medicine or a doctor of osteopathy in a medical. res-

idency training program which has not been accredited

21. under section 1.702 for a, fiscal year beginning after Decem-

22 her 31, 1977, or which has for such year a total number of

23 positions in excess of the number prescribed for such pro-

24 gram under section 1.703 or a number of first-year positions

25 in, excess of the number prescribed therefor under such sec-



D
o
c
u
m
e
n
t
 f
ro
m 
th
e 
co
ll
ec
ti
on
s 
of
 th

e 
A
A
M
C
 N
o
t
 t
o 
be
 r
ep
ro
du
ce
d 
wi
th
ou
t 
pe
rm
is
si
on
 

- 34 -

j. Lion. (which compensation is paid for a. health service pro-

2 vided by such a doctor of medicine or a doctor of osteopathy

in connection with suc1i program),. may not be included in

. 4 determining Federal payments under title V, XVIII, or

5 XIX of the Social Security Act. With respect to any entity

6 which is reimbursed on a per capita basis, in determining

7 Federal payments under any such title for a year the Sec-

s retary shall exclude an amount which in his judgment is a

9 reasonable equivalent to the amount which would otherwise

10 be excluded under this paragraph for such year if payment

ii were made on other than a per capita basis.

12 "(2) If the Secretary determines that an entity is-

13 (A) operating a medical residency training pro-

.14 gram during a fiscal year beginning after December •31,

15 1977, which has not been accredited under section

16 1702, or •

17 "(B) operating a medical residency training m-

18 with a number of all positions or of first-year

19 positions which for such year exceeds the numbers pre-

20 scribed for that program under section 1703,

21 the Secretary shall notify the entity of his determination,

22 shall publish the determination in the Federal Register, and

23 shall not make any grant to or enter into any contract with

24 such. entity under this Act for the fiscal year beginning niter

II.R. 3279 7
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1 the date the Secretary publishes such determination in the

2 Federal Register.

9 'Al ED I CA I, RESIDENCY TRAI NI NC PHOGRAM Ammo/I-HNC

4 AGENCY

5 "SEC. 1702. (a) (1) For the purpose Of accrediting

the medical residency training programs for which psi-

7 lions may be occupied or made available under section

8 1703, the Secretary shall in accordance with subsection (b) ,

9 designate or establish a medical residency training p10-

10 gram accrediting; agency (hereinafter in this section re-

ferred to as the 'accrediting agency') .

• 1.2 " (2) The accrediting agency shall review, in accord-

j3 ance with procedures established and published by the

1.4 agency and made available to the public, each medical

15 residency training program in the United States and shall

-eidler accredit; or disapprove such program. Each such

17 program shall be reviewed at least every three years and

an accreditation of a program shall be in effect for three

years unless the accrediting agency terminates the accredita-

20 tion before the expiration of three years. As soon after

an accrediting agency is designated or established pursuant

29 to this section as practicable, it shall review training pro-

o 
ra 1.01. purposes of accrediting them or denying a.ccredi--

91 La lion for purposes of this title. For the period prior to

25 'July 1, 1979, the accrediting agency may accredit a pro-
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grain on the basis of an accreditation granted such program

2 by an entity generally recognized by the medical profession

for purposes of aecrediting such a program.

4 " (3) The accrediting agency shall submit to the agency

designated or established under section 1703 and -keep

current for it a list ,of the inediml residency training pro-

7 grams the opereditations of which are in effect. The first

8 sucli list, slat be so submitted not later than ,Jannary

9 1977.

10 " (b) (1) Not later than September 30, 1975., the

ii Secretary shall prescribe and publish in the Federal Reg-

12 requirements which must be met .by an entity before it

13 may be designated us the accrediting agency for purposes

14 of this title. Such requirements shall provide that an entity—

" (A) have a governing body which is comprised .of

16 representatives- of the medical profession, medical Spe-

17 boards; .ifiedical specialty societies, hospitals,

18 schools of medicine, and the general public; and

19 " (1.3) meet the criteria established by the Secretary

90 for recognition of nationally recognized accrediting agen-

21 eies and associations.

22 "(2) (A) An entity which seeks designation as the .ac-

23 crediting agency shall submit an application to the Secretary

24 not later than January 1, 1976. If such an application has.

25 been submitted to ti !e, Secretary by the liaison committee for
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1 graduate medical education of the coordinating council for

2 niedieal education before such date, and-

64. (1) if the 'Secretary determines that the liaison

4 committee meets the requirements prescribed under

5 paragraph (1), he shall approve such application and

designate it as the accrediting agency; or

7 " (ii) if the Secretary finds that the liaison c,onnnit-

tee does not meet such requirements, he shall provide it

9 with such technical and other nonfinancial assistance as

10 may be appropriate to enable it to meet such require-

ments and, if the Secretary determines that it meets such

12 requirements, he shall designate it as the accrediting

1.3 agency.

14 " ( B) by July 1, 1976, the Secretary (after providing

I suchl assistance) linds that the liaison committee still does not

16 meet such requirements, he shall consider other applications

17 for such designation and shall, if lie determines that an entity

18 filing such an application meets the requirements prescribed

19 under paragraph (1) and that such entity is otherwise quali-

20 fied to accredit medical residency training programs, desig-

2.1 nate, not later than September 30, 1976, such entity as the

22 accrcditiiug agency.

" (3) (.A) A. design:It:ion of the accrediting agency shall

2.1 be in effect for three years unless the Secretary terminates

25 such designation before the expiration of three years upon a
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1 determination by the Secretary (after notice and reasonable

opprrtunity for a public hearing) that the agency TIO longer

meets tile requirements of paragraph (1) or is not qualified

to accredit medical residency training programs. A desig-

nation may, upon application, be renewed for a period of

three years.

7 "(B) If the Secretary terminates a designation or de-

s fonnines a lesignated accrediting agency is not qualified to

9 have its designation renewed, the Secretary shall publish

notice. .of such termination Or determination and solicit, 11 -

ii plications froth other entities for designation as the accredit-

12 ing agency.

13 " (4) (A.) If—

" (i) by :September 30, 1.976, the Secretary deter-

1 5 mines that; no entity which has applied for designation

meets the requirements prescribed tinder paragraph (.I.)

17 and is olherwise (pi:dined to accredit medical residency

training programs or if by such date no entity has ap-

1 9 plied for designation, or

20 "(ii) upon the expiration of a designation under

21 this section, the Secretary determines that the designated

22 agency is not qualified to have its designation renewed

and that there are no other qualified applicants for desig-

94 nation, or npon the terminntiou of such a designation,
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the Secretary determines that there are no qualified

2 applicants for designation,

3 the Secretary shall, within two months of the determination,

4 establish an accrediting agency for purposes of this title.

5 " (B) An accrediting agency established by the Seere-

tary under subparagraph (A) shall meet the criteria. estab-

7 lislied by the Secretary for recognition of nationally recog-

8 nized accrediting agencies and associations and be composed

9 of members who are :fairly representative of the medical pro-

10 medical specialty boards, medical specialty societies,

11 hosptials, schools of medicine, and the general public. While

12 away from their homes or regular places of business in the

13 performance of services for the agency, members .of the

11 agency shall be allowed travel expenses, including per diem

15 in lieu of subsistence, in the same manner as persons em-

ployed intermiaently in the Government service are allowed

17 expenses under section 5703 (b) of title 5 of the United

is States Code. The agency Illay appOilli, without regard to

19 the provisions of title 5, United States Code, respecting

20 appointments in the competitive service, and pay, without

21 regard to the provisions of such title respecting rates of pay,

22 such personnel as it deems necessary for the agency to carry

23 nut its functions.

24 "((') The estaldislanent of an accrediting agency under

25 ;i!lhpinigrapli (A) shall be for such period (but not more
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1

2

4

5

_

than three years) as the Secretary prescribes. If an accredit-

ing agency has been established by the Secretary an entity

may apply for designation as such agency upon the termina-

tion of the period for which the accrediting agency was

established. If no entity submits an approvable application

for designation before the dote of Snell termination, the

7 Secretary shall renew the authority of the established

9

10

11_

12

71 :1

necrediling agency for a period not to exceed three years.

"ESTABLISITMENT OP POSITIONS POI: MEDICAL RESIDENCY

TRAINING PROGRAMS

"SEC. 1703. (a) (1) For purposes of this title, the Sec-

retary shall, by April 1, 1977, with the approval of the

agency designated or established by him under this section,

14 (A) establish (and publish in the Federal Register) the

15 aggregale number of all posilions which may be occupied

1(3 Iii the first fiscal \rear beginning not less than twelve months

17 after such date in- accredited medical residency training. pro-

S

19

90

21.

21:

grains and the total windier of. first-year positions in such

programs which may be made available in such fiscal year;

and (B) establish, and give to each entity which maintains

such a: program, writ-ten notice of the number Of all posi-

tions in its medical residency training program which may be

occupied in such fiscal .year inn' the windier of first-year

posiiions which it may make available in such program in

Stich .11Scal ycilr, The 1111WhcrS of pOSillOOS 50 eStablisilUd
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1. for any fiscal year thereafter shall he puldished in the Fed-

2 oral =Register not inlet. than April 1 of the preceding calendar

year and each entity which maintains an accredited medical

4 residency training program shall be given written notice by

• 5 such date of the numbers of such positions for its program for

6 such fiscal year.

7 (2) The Secretary's and the designated or established

agency's deterillinations under clause (A) of paragraph (1.)

9 iii any year shall he based on his estimate of the number of

graduates from schools of medicine in the fiscal year which

1.1 began in the preceding calendar year, and the number of

12 positions in medical residency training programs occupied

13 in such fiscal year. In making- their determinations under

14 paragraph ( ). in any year, the Secretary and the desig-

15 nated established agency niH-

16 (A) take into consideration the report made with

17 .rcspect to the study conducted under section 15 (c) of

18 Acl. or Decomher 30,, .1973 (Public Law (,)3-233),

19 and tlie annual reports of the Secretary under section

70:1 of the Health Manpower Act of 1975;

21 "(B) seek to insure that positions in medical

22 residency training programs are distributed equitably

throughout various geographical areas of the United

21 States;
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1 " ((i) afford special consideration to positions in

2 medical 'residency training programs maintnine(i ill

conjunction With area health- education centers 'index

4 section 783 of this Act; and

5 "(1)) afford particular . attent,ion to the need for

medir:i residency training programs in the primary

7 health care specialties of general internal medne,

8 general pediatrics, family 1110(11 cane, and obstetrics and

9 gynecology.

"(b) (1) Not latex than September 30, 1975, the

Secretary sliall . preseribe and priblisli in the Federal Regis-

ter requirements which must be met by an entity before

1:1 i, may be designated as 111(l agt`IICy to establish hereunder

II: the pmacr of posilions which mny he occupied Or made,

IS availidde ip medic:11 residency training programs accredited

pursuant to section 1702. Such requirements shall. provide

17 Ihnt all 0.111.1( y have a gOVell1.111g hotly Ndlich is 

(Oil!18 of lie Secretary (or his delegate) and repre,senlatives of

the medical profession, medical specialty hoards, medical

20 specialty societies, hospitals, schools of medicine, and the

21 general public.

00 "(2) (A.) If the coordinating council for medical edu-..—

25

cation has submitted an application for designation under

this .section 10 the Secretary haure, :December 31, 1975,
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1 "(1) if the Seeretary determines that the coordi-

2 nating council meets the requirements prescribed under

3 paragraph (J.), he shall approve such application and

4 designate it; or

5 "(ii) if flue Secretary finds that the coordinating

6 council does not meet such requirements, he shall pro-

7 vide it with such tOC1111iCal a Ild 0111(W nonfinancial assist-

8 ance as may be appropriate to enable it to meet such

9 requirements, and if the Secretary determines not later .

10 than February 20, 1976, that it meets such require-

11 ments, he shall designate it.

1.2 " (B) Ti, by February 29, 1976, the Secretary has not

13 designated the coordinating council for medical education

14 pursuant to subparagraph (A), lie Shall DS Soon as practi-

1.5 e;tble eslabliA an agenev consisting or the Assistant Secue-

16 of. Health and the Vdministrator of the Health Eesources

17 A.dminisrrzition from the Depadment of Peolth, Education,

1.8 and Welfare, the Chief .11ledical. _Director of the Veterans'

19 Administration, and .the President of the Uniformed Sertr-

20 ices University of the Health Sciences, all ex officio, non-

21. members, and nineteen members appointed by the

22 Secretary. Of the nineteen appointed members,

23 " (A ) ten shall be appointed front lists of nominees

24 submitted by the A merican -Medical A ssociation, the

25 unerican Hosilital A ssoci.ation, 1110 A F:siwin Lion of Amer-
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lean Aledica1 Colle.2;es, the American Board of Medical

2 Specialties, and the Council on Medical Specialty So-

., eielies, each such list to contain four or more nominees

4 and two appointees to be appointed from each such list;

5 "(B) one each shall be appointed from lists of two

6 or more nominees submitted by the American Osteo-

7 pathic Association and the American Association of

8 (!olleges of Osteopathic Medicine;

9 " (C) six, -none of whom may be providers of health

10 Care, shall be representatives or COnS11111CIS or health

11 care; and

12 " (D) one shall be in a full-time medical residency

13 position.

ro (A ) A designation of ow coordiii„otig t0111u,•11

115 for medical education umler paragraph (2) shall be in

it; ell.ect for three years unless the Secretary terminates such

17 designation hefot.e the expiration of three years upon a dete1-

18 Mina I len 11V Inc Secret:1 l'\T Innir(' and reaSnnable op-

19 portunity for a public hearing) that the agency no longer

20 meets the requirements of paragraph (1) or is not qualified

21 to pass upon the number of positions in medical residency

C)c.) training programs accredited pursuant to section 1702.

23 Such a designation may, upon application, be renewed for

24 ft period of three years.
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" (B) I I the. Secretary terminates such a designation

or determinies the desigitated agency is not qualified to have

its des4..„,nation renewed the Secretary shall pill dish notice of

4 such termination or determination.

5 " (4) (A) If upon the ONpirnliou of a designation mi-

t; der this section, the Secretary determines that the designated

7 agency Is not: qualified to have its designation renewed, or

upon the termination of such a designation, the Secretary

9 sha lt, within three mon t hs of such deiermina tion, establish

10 an agency as provided in paragraph (-) (B) to pass upon

11 tile numbers of positions in medical residency training pro-

12 grams accredited pursuant to section 1702.

13 4 4 (B) While away from their hews or regular places

I;)

17

1.8

01' blisiiipSS ill  Ili('. 
1)(11.10 I in .(1 of Se I. •I ( for die :1 geliCy,

members of an 8gehry eshiblished purstrih1,11) p;irognIph (2)

(U) shall he :1111)\ved travel expenses, including per diem in

lien of subsistence, in the same manner as ..persons emploved

iffierniittently in the Government service are allowed ex-

19 penses under section 5703 (b) of tithe 5 of the United States

20 Code. The agency may appoint, withont regard to the provi-

21. of title 5, United States Code, respecting fippoiniments

22 in the competitive service, and pay, Without regard to the

2:1 provisions of such. title respecting rates of pay, 511(11 pe1'S011-

21- Hid :K it deems necessary for the agency to carry out its lune-

25 lions.
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5

7

8

9

.10

:11

1.2
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" ((.J) n11iP cA..ahlishitient, of an agency .under paragraph

(2) ( B) shall he for such period (but not more than three

years) as the Secretary prescribes. If such agency has

heen established by. the Secretary the coordinating council

for medical education may apply for designation as such

agency upon the termination of the period for which the

agency was established. If the council does not submit such

alt approvahle application for designation before the date of

such tennination, the Secretary shall renew the authority of

the esiablished.agency for a period not to exceed three years.

" (5) The Secretary may make grants to the coordinat-

ing council for medical education if designated under this

1.3 section for its costs in carrying out its functions under this sec-
. .

14 tion. Any such grant shall cover the council's costs incurred

1.5 in carrying out such functions for a period of not to exceed

one year; and no such grant for any year may exceed

17 $:100,000.".


