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LETTERS

Medical School Funding

In his article, ‘‘Carter attempt to limit
doctor supply faces tough going in Con-
gress”’ (News and Comment, 16 Feb., p.
630), R. Jeffrey Smith discusses the his-
tory of capitation grants, in particular a
misconception that has been fostered by
the Carter Administration. By linking the
proposed elimination of capitation grants
to a perceived need for reducing the out-
put of physicians, the Administration
would have us believe that the cut serves
public purposes other than a reduction in
government expenditures. Since, how-
ever, the link is specious, discussion of
the proposed elimination of capitation
support is directed to the wrong issues.

Capitation grants to schools of medi-
cine were originally intended to defray a
substantial part of medical education
costs. To quote from a recent letter from
Kenneth M. Endicott, formerly director
of the Bureau of Health Manpower:

By 1969, when I took charge of the Bureau,
nearly half of the medical schools were re-
ceiving financial distress grants. In effect,
when a school encountered financial diffi-
culties, the federal government stepped in
with the ‘‘last dollar’’ and rescued the school.
This seemed to me to be a policy which en-
couraged over-spending and penalized pru-
dent management. As an alternative, I pro-
posed a *‘first dollar’’ approach in the form of
capitation grants at a level calculated to put
most of the schools on a sound financial base.
The idea was accepted by the Administration
and was incorporated in the Administration’s
legislative proposal. There were to be no
strings attached other than maintenance of ef-
fort. In the course of the legislative process,
the House added a requirement that each
school increase enrollment. ... In confer-
ence, the House prevailed and, as a result, the
1971 Act mandated an increased enrollment
as a condition for receiving capitation grants.

Thus capitation grants, although con-
ditional upon, were not intended as a re-
ward for or the financing of expansion.
More important, the expansion that oc-
curred as a result of this condition is not
a very significant factor in the need of
schools for the flexible funds that capita-
tion grants provide. Schools of medicine
with the number of students; the need for
faculty, by far the largest item in educa-
tional costs, varies only slightly with
moderate changes in class size. Thus the
20 students per class that most schools
added as a consequence of the federal
health manpower program may have re-
quired some capital investment in facili-
ties but had little effect on faculty size
and cost. Because these additional stu-
dents, at least currently in privately sup-
ported schools, add more in income (in
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the form of tuition) than they do in cost,
the last thing these schools are likely to
do in the interests of financial stability is
to decrease their enrollment. Merlin
DuVal is quite right in saying that if the
Administration wants schools to reduce
their enrollment they will have to pro-
vide funds specifically for that purpose
and the amount needed would have to be
significantly greater than that which
would be lost in tuition. That amount
would be a substantial part of the current
capitation support and would largely ne-
gate the primary purpose of the Adminis-
tration, which is a reduction in ex-
penditures.

Rather than concentrating on the fan-
cied effects on medical school enroll-
ment that would be entailed by elimina-
tion of capitation grants, and debating
the desirability of an increase or de-
crease in the future number of physi-
cians, we should be examining the
more readily predictable consequences.
Schools of medicine would lose a sub-
stantial fraction of their flexible funds,
and since most would find it difficult
to make up the loss by reducing ex-
penditures, a major increase in tui-
tion would be necessary, at least in pri-
vate schools. Since the increased need
for student financial aid eats up about
half of any increment in tuition, it would
be necessary to raise tuition by roughly
twice the lost per capita amount in order
to generate an equal net income. Those
low- and middle-income students not dis-
couraged by the cost from undertaking a
medical education would have to borrow
the additional money, increasing further
the already substantial debts with which
most of our students already graduate, or
apply for scholarship support through
the Health Service Corps, which could
accommodate few of them because it is
already oversubscribed. While the earn-
ing power of physicians is such that they
should be able to repay their debts from
future income, many of us are concerned
about the bias toward careers that lead
rapidly to high incomes that is inevitably
induced by such substantial debts. I am
particularly concerned that talented
people who might make substantial con-
tributions to the future of medicine will
be diverted from academic careers by
the relatively low income that such ca-
reers promise.

These are the issues that we should be
addressing when we consider the Presi-
dent’s budget proposals, not the impon-
derables of the supply of physicians.

ROBERT W. BERLINER
Office of the Dean, School
of Medicine, Yale University,
New Haven, Connecticut 06510
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