COMPTROLLLA GENERAL OF THE UNITED STATES é [ r 7é
WASHINGTON, (. 30548 -

he Honorable Melvin Price
nairman, Committee on Armed S:irvices
ouse of Representatives

Dear Hr, Chairman:

This is in response to your April 27, 1976, recusst for
information on the total;Fedcr 1 costs invelved in training
physicians through the Armed Forces Healuh Professicons
Scholarship yzograé} As discussed with your office, we based
cur work on {l) information contained in a Januvary 1874 re-
port, “Costs of Education in the dealith Professions,” pre-
pared ty the National Academy of Sciences’ Institute of
Medicing apnd {(2) data obtained from the Department of Health,
Education, and Welfare (HEW) angd the Veterans Administration
(VA) regarding Federal grants provided to mediczl schools.
HEW and VA provide most of the Focderal subsidies to civilian
medical schools,

OUR COET-EFFECTIVENESS REPURT

On May 5, 1876, we issged a report entitied *Cost-
Effectiveness Anglysie of Two Military Physician Progurement
Programs: The Scholarship Preogrem and The University Pro-
gram® [(MWD-76¢-~122), We used a cost-effectiveness qnalygi%
to show the increnental costs expected to he incurred by the
bepartment of Dafense in fisgal year 1984--the first vear of
simultanecus full operation of both mili tary physician pro-
curenment programs. OQur analysis showed that “he costs (inm
cluding anticipated pr 7 and retirement costs) per stafi-vear
of expected physician services from &n estimated 968 Q"ﬁuu‘
ates of the Scholarship P:ogrum would be 521,444, compar wd £
$26,236 per staff-yvear of service expected from the antic
pated 173 graduates ¢f the University progranm who will be
suppiving services to the Departmens.

é

In ocur analysis, we included as ing¢remental costs
ciated with the Scholarship Program estimates of {1
stipends to be paid by the Department te Scholarchip P q am
participants, (2) the Department's-payment of Scholarship
Program-related medical tuitieon and fess to civilian medical
SCOD0L3, and (1) clle Leparthent’s COSTS TO auminlister one
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Scholarship Program. We excluded from the analysis, non-
Scholarship-Pregram-related fFederal funding (such as Federal
capitation and research grants) provided to medical schools
by various Federal agencies. Such {vndino is made available
to civilian schools for reasons totally u.related to the
Scholarship Program and will continue regardless of whetuer
the Program continues. .

Cost-cffectiveness analysis is particularly appropriate
in a study which involves choosing one alternative over an-
other to accemplish an objective., A cost-effectiveness anal-
ysis permits those making a choice between alternatives to
(1) specifically address the future uses of resources since
past expenditures are viewed as being outside the decision~
making process and {2) consider only those potential costs
directly attributable to each alternative.

FEDERAL FUNDING DIRECTLY ATTRIBUTABLE TO
FHYSICIAN EDUCATION

Your office asked us to determine how much the Scheolar-
ship Program vosts, presentew in our May 5, 1976, report,
would be increaved by including non-Scholarship-Program-
related Federal funds provided to civilian schools for
ecucating physicians.

Based on data contained in a January 1974 report en-
titled, "Costs of Education in the Heal+h Professions,” pre-
pared by the Institute of Medicine, we calculated the esti-
mated amount of Federal funding to civilian medical schools
which was spent on educating physicians. The Institute's
study was prepared, under a contract with HEW, pursuant to
the provisions of section 205 of Public Law 92-157. The
study's objective was to provide informati.n to the Congress
on the national average annual education costs per student
in eight health prcfessions, including the medical profession,

The Institute reported that, at the 14 medical schools
included in its sample, the average education costs per
student amounted to about $12,650 for the 1972-73 academic
year. Using detailed data contained in the report, we cal-
culated that the Federal Government provided about $4,900~~
about 39 percent--of the $12,650 to support the education of
each medical student in the civilian schools. An Institute
nffirial reviewed thia ecalevliavinn and tald pe +hnse thn
$4,300 per student figure was an apprecpriate estimate.
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Including ncn-Scholarship-Program~related Federal funding
for medical scheols® educational activities as par £ the
program costs requires tnat the $4,500 figure be inflated to
reflect fiscal year 1377 doller values. Using an inflation
rate of 8 percent per year, 1/ annual Federal support pro-
vided to civilian schools for their educational activities
amounts to $6,666 per student pur year in fiscal year 1977
dollar terms or $26,664 per graduate (assuming a 4-year
medical education). If this additional funding were ex-~
pressed in terms of cost per expected staff-year of service
by a Scholarship Program graduate, the resulting additional
cost in fiscal year 1984, stated in fiscal year 1977 dollar
terms, would he 83,162 per stacf-year. Accordingly, the
total cost per staff-year of service under the Schelarship
Program would be as follows:

pefense Department cost $21,444
Other Federal funding attriout- .

able t. physician education 3,162

Total cost per staff-year $24,606

TOTAL FEDERAL FUNDING TO MEDICAL SCHOOLS

Your office also asked that we determine how much the
Scholarship Program costs, presented in our May 5, 1576,
report, would be increased by adding the Federal Government’s
total contribution to medical schocls. ~Your office-has ex~-
pressed the view that these costs should be attributed to tlie
bepartment's Scholarship Program, since civilian redical
schools require this Federal support to continue thelr opera-
tions,

Information obtained from HEW's Bureau of Health Manpower
and Hational Institutes of Bealth and VA showed that the Gov-
ernment provided about $1.038 billion to medical schools inm
fiscal year 1975. This support was provided in several forms
such as capitation, construction, and research grants. About
64 percent of the $1.038 billion--or $374.5 million-~was pro-
vided to medical schools for resesrch, including research
facilities. Based on the Institute of Medicine study (see
p. 2}, only ahout 13 percent of this research money--cr
$115 million-~would be directly associated with the educition
of physicians.

i/The 8-percent inflatiun rate was suggested Dy the Instliuce
of Medicine official who directed the study.
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Information compiled by the American Medical Association
showed that, for the 13%74-75 academic year, 54,074 students
were enrolled in medical schools. Dividing $1.038 billien by
the student enrollmen% yields a 1975 Federal contribution of
19,203 per ctudent, Wwher this figure is inflated at the
B-percent ratvas, the Federal contribution per student becomes
$22,398, as expressed in fiscal year 1977 doliar terms, or
$89,592 per graduate (again assuming a 4~year medical educa-
tion).

If thesc costs are viewed as attributable co the Depart-
ment's Scholarship Program, the Program's costs would be in-
creased by $10,624 for each staff-year of military service
expected from the 988 Frogram graduates. Thus, the total
cost per staff-year of service unde: the Scholarship Progran
would be as follows:

Defense Department cost $21,444
Contrihvcions by cther Federal

2aencies 10,624

Total cost per staff-year $32,068

As pointed ou'. in our May 5, 1976, report, including as
Scholarship Program oosts such estimates as discussed above--—
$3,162 ard §1C,624--would not be apgnropriate when the Depart-
ment’s two physician procurement programs are being compared
from an incremental--cost viewpoint. Adding either of these
estimates to . : scholarship Program's incremental costs
(estimated in ov - report to be $21,444 per staff-year) re-
sults in an estinate of the total Federal costs attributable
to the training of a Program participant to become a physi-
cian.

The results of such additions to our $21,444 estimate

do not represent figures which are comparable to the incre-
mental costs estimated in our report as attributable to the
operation of the University Program ($26,236). Such a com=~
parison would invelve relating estimated total Federal costs
of the Scholarship Program to the estimated inc:iemental costs
of the University Program. Additional costg--such as the use
of staff and facilities at nearby military medical institu-
tions %o vprovide aumnnrt &n the tUniversity Program--—wonld
have to be included with the incremental costs estimated for
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the University Program to provide any basis for comparing the
Federal costs of the two programs. To our knowledge, no at=-

tempt has been nade to determine what these additional costs

would be.

We trust that this information will help the Cemmittee
in its further considerations regarding the Department’s two
principal physician procurement programs.,

Sincerely yours,

o
) ;zi%'ﬁg’ﬂ%_

ACTING Comptroller General
of the United States
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