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Provider Supply Series — Par 111 - The Primary Care Deficit: Is it Too Late to Fix?

In last month’s installment of the HC Topics Provider
Supply Series discussed the impact of the Graduate
Medical Education National Advisory Committee’s
(GMENAC) seminal 1980 report’s recommendation to
reduce U.S. medical school enrollment. In the decade
following the report’s release, federal funding for
medical education was reduced and concerns about a
shortage of internal medicine physicians grew in
response to impending increases in demand (i.e., the
increasing number of elderly patients).! By the 1990s, an
undersupply of physicians in primary care, internal
medicine, and pediatrics had developed.? This third
article in the Provider Supply Series will address the
continuation of the 1990s physician shortage; examine
the failure of governmental policies to meaningfully
address the perceived shortage; and, consider present
day concerns about the physician workforce.’

Following the GMENAC report’s projection of a
physician surplus, numerous restrictions were placed on
medical education in an effort to stem the perceived
increase in physician supply. These efforts continued
into the 1990s, until the Council on Graduate Medical
Education published predictions that physician staffing
ratios would be better than adequate by the year 2000. In
response to these predictions, Congress enacted the
Balanced Budget Act of 1997 to cap the number of
medical residency positions available in order to further
decrease the amount of federal funding allocated for
physicians in training.* In what was expected to reduce
the need for specialists and begin correcting for their
oversupply, the advent of managed care in the 1990s led
to a short-lived resurgence of medical students entering
primary care training. Following a hallmark high in
1997, family practice residency programs’ enrollment
steadily declined as specialty programs enrollment
began to resurge.” Waning in popularity and feasibility,
managed care received considerable backlash from
physicians, and in touting its beneficial effects on
physician supply, proponents neglected to account for
the aging baby boomer population’s growing demand
for healthcare services and high expectations for care.®
In rural and inner-city areas, physician shortages
persisted despite the per capita supply of physicians
more than doubling during this period and the use of
government programs to incentivize providers to settle
in underserved areas.’

In its recent assessment of the physician workforce,
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despite a projected 22 percent increase in the demand
for physicians’ services by 2020, the Department of
Health and Human Services (HHS) noted that the
physician-to-population ratio is expected to decline
going forward.® HHS attributed a large portion of the
growth in demand to specialties that care for elderly
patients, i.e., cardiology and internal medicine. Despite
the growing need for primary care physicians, medical
students’ interest in the field remains low.” Lower
incomes, less prestige, and difficult workloads are all
cited as major factors in medical students’ decision to
enter specialties instead of primary care, and rural areas
in particular are seen as nonviable locations for
physician practices.™

In addition to a declining supply of new primary care
physicians, the existing workforce is anticipated to
undergo a significant shift over the next two decades, as
one in three physicians is currently over the age of 55
and likely to retire in the near-term, with many of the
soon to be retirees being primary care physicians.™
Combined with an aging population and healthcare
reform’s significant expansion in access to care, the
strain on the physician workforce is rapidly becoming
untenable.

In response to these alarming trends, the Association of
American Medical Colleges (AAMC) and other industry
stakeholders advocate increasing medical school
enrollment in combination with an increase in Medicare-
funded residency positions.” The AAMC recommended
a 30 percent increase in medical school enrollment by
2015. 2011 data indicates enrollment is on track with
that goal.* However, action from Congress is still
needed to ensure that the additional medical school
graduates being produced will have residency positions
waiting for them, and further incentives are required to
encourage medical students to enter primary care. With
the need for primary care physicians quickly becoming
more pronounced, policymakers and the healthcare
industry are considering policies to reduce the pay and
workload disparities between primary care and specialist
physicians in order to attract more medical school
graduates into this critical field. A growing sentiment is
that all such measures may be “too little — too late.”

Next month’s HC Topics will conclude the Provider
Supply Series by addressing The Physician Workforce:
What the Future Holds.
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HEALTH CAPITAL
CONSULTANTS (HCC) is an
established, nationally recognized
healthcare financial and economic
consulting firm headquartered in
St. Louis, Missouri, with regional
personnel nationwide. Founded in
1993, HCC has served clients in
over 45 states, in providing
services including: valuation in all
healthcare sectors; financial
analysis, including the
development of forecasts, budgets
and income distribution plans;
healthcare provider related
intermediary services, including
integration, affiliation, acquisition
and divestiture; Certificate of
Need (CON) and regulatory
consulting; litigation support and
expert witness services; and,
industry research services for
healthcare providers and their
advisors. HCC’s accredited
professionals are supported by an
experienced research and library
support staff to maintain a
thorough and extensive knowledge
of the healthcare reimbursement,
regulatory, technological and
competitive environment.
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Robert James Cimasi, MHA, ASA, FRICS, MCBA, AVA, CM&AA, serves
as President of HEALTH CAPITAL CONSULTANTS (HCC), a nationally
recognized healthcare financial and economic consulting firm headquartered in
St. Louis, MO, serving clients in 49 states since 1993. Mr. Cimasi has over
thirty years of experience in serving clients, with a professional focus on the
financial and economic aspects of healthcare service sector entities including:
valuation consulting and capital formation services; healthcare industry
transactions including joint ventures, mergers, acquisitions, and divestitures;
litigation support & expert testimony; and, certificate-of-need and other
regulatory and policy planning consulting.

Mr. Cimasi holds a Masters in Health Administration from the University of Maryland, as well as
several professional designations: Accredited Senior Appraiser (ASA — American Society of
Appraisers); Fellow Royal Intuition of Chartered Surveyors (FRICS — Royal Institute of Chartered
Surveyors); Master Certified Business Appraiser (MCBA - Institute of Business Appraisers);
Accredited Valuation Analyst (AVA — National Association of Certified Valuators and Analysts); and,
Certified Merger & Acquisition Advisor (CM&AA — Alliance of Merger & Acquisition Advisors). He
has served as an expert witness on cases in numerous courts, and has provided testimony before federal
and state legislative committees. He is a nationally known speaker on healthcare industry topics, the
author of several books, the latest of which include: “The U.S. Healthcare Certificate of Need
Sourcebook™ [2005 - Beard Books], “An Exciting Insight into the Healthcare Industry and Medical
Practice Valuation” [2002 — AICPA], and “A Guide to Consulting Services for Emerging Healthcare
Organizations” [1999 John Wiley and Sons].

Mr. Cimasi is the author of numerous additional chapters in anthologies; books, and legal treatises;
published articles in peer reviewed and industry trade journals; research papers and case studies; and, is
often quoted by healthcare industry press. In 2006, Mr. Cimasi was honored with the prestigious
“Shannon Pratt Award in Business Valuation” conferred by the Institute of Business Appraisers.
Mr. Cimasi serves on the Editorial Board of the Business Appraisals Practice of the Institute of
Business Appraisers, of which he is a member of the College of Fellows.

Todd A. Zigrang, MBA, MHA, ASA, FACHE, is the Senior Vice President of
HEALTH CAPITAL CONSULTANTS (HCC), where he focuses on the areas
valuation and financial analysis for hospitals and other healthcare enterprises.
Mr. Zigrang has significant physician integration and financial analysis
experience, and has participated in the development of a physician-owned
multi-specialty MSO and networks involving a wide range of specialties;
physician-owned hospitals, as well as several limited liability companies for
the purpose of acquiring acute care and specialty hospitals, ASCs and other
ancillary facilities; participated in the evaluation and negotiation of managed
care contracts, performed and assisted in the valuation of various healthcare
entities and related litigation support engagements; created pro-forma financials; written business
plans; conducted a range of industry research; completed due diligence practice analysis; overseen the
selection process for vendors, contractors, and architects; and, worked on the arrangement of financing.

Mr. Zigrang holds a Master of Science in Health Administration and a Masters in Business
Administration from the University of Missouri at Columbia, and is a Fellow of the American College
of Healthcare Executives. He has co-authored “Research and Financial Benchmarking in the
Healthcare Industry” (STP Financial Management) and “Healthcare Industry Research and its
Application in Financial Consulting” (Aspen Publishers). He has additionally taught before the
Institute of Business Appraisers and CPA Leadership Institute, and has presented healthcare industry
valuation related research papers before the Healthcare Financial Management Association; the
National CPA Health Care Adviser’s Association; Association for Corporate Growth; Infocast
Executive Education Series; the St. Louis Business Valuation Roundtable; and, Physician Hospitals of
America.

Anne P. Sharamitaro, Esq., is the Vice President of HEALTH CAPITAL
CONSULTANTS (HCC), where she focuses on the areas of Certificate of Need
(CON); regulatory compliance, managed care, and antitrust consulting. Ms.
Sharamitaro is a member of the Missouri Bar and holds a J.D. and Health Law
Certificate from Saint Louis University School of Law, where she served as an
editor for the Journal of Health Law, published by the American Health
Lawyers Association. She has presented healthcare industry related research
papers before Physician Hospitals of America and the National Association of
Certified Valuation Analysts and co-authored chapters in “Healthcare
Organizations: Financial Management Strategies,” published in 2008.
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