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HEALTH MANPOWER AMENDMENTS OF 1977

THURSDAY, SEPTEMBER 29, 1977

HOUSE OF REPRESENTATIVES,
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,

SUBCOMMITTEE ON HEALTH AND THE ENVIRONMENT,
Washington, D.C.

The subcommittee met at 10:30 a.m., pursuant to notice, in room

2218, Rayburn House Office Building, Hon. Paul G. Rogers (chair-

man) presiding.
Mr. ROGERS. The subcommittee will come to order, please.
This morning the Subcommittee on Health and the Environment

will hear testimony on the advisability of enacting legislation to

amend the provision of the Health Professions Educational Assistance

Act of 1976 which requires medical schools, in order to be eligible

for capitation support, to reserve positions in their third-year classes

for an identified pool of transfer students.
Under existing law, a number of positions equal to the number of

U.S. citizens who have completed a 2-year special educational pro-

gram in the United States or who had enrolled in foreign medical

schools prior to October 12, 1976, had completed 2 years in such

schools, and had passed part I of the National Board of Medical

Examiners' examination is to be equitably apportioned amongst

schools of medicine receiving capitation.
The legislation now pending before the subcommittee, H.R. 9280,

would amend existing law to require schools of medicine, in order to
be eligible for capitation, to increase their third-year enrollment
by 6 percent. It would eliminate any overt reference to an identifiable
pool of eligible students but would prohibit schools from counting

non-U.S. citizens, transfer students from U.S. schools which have a
place for such students in the third year, and U.S. citizens who en-
rolled in foreign schools after October 12, 1976, in order to meet the

required increase.
The proposed legislation also contains minor amendments to the

existing authorities under the Public Health Service Act for public
health traineeships, the capitation requirement for schools of dentistry,
and the guaranteed student loan program.
H.R. 9280 is intended to meet the objections of many schools of

medicine that existing law in some way infringes on their academic
freedom to select their own students. At the same time, the bill is

designed to preserve a reasonable opportunity for U.S. citizens study-
ing abroad to complete their medical education in the United States.

If the subcommittee determines during the markup session that will
follow this hearing that it is advisable to act favorably on the proposed
legislation, it is my intention to make every effort to see its enact-

(1)
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ment before the end of this session of the Congress. In my view,
whatever the decision of this subcommittee and the Congress with
respect to the fate of this provision, it is essential that both medical
schools and eligible transfer students know quickly and once and for
all where they stand.
Without objection, the text of H.R. 9280 and H.R. 8519 will be

printed at this point in the record.
[Testimony resumes on p. 15.1
[The text of H.R. 9280 and H.R. 8519 follow :1
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. R. 9280

IN THE HOUSE OF REPRESENTATIVES

SEPTEMBER 23,1977

Mr. ROGERS (for himself, Mr. PREYER, Mr. SCIIEUER, MT. FLORIO, Mr. MARKEY,

Mr. CARTER, and Mr. MATucAN1 introduced the following bill; which was
referred to the Committee on Interstate and Foreign Commerce

A BILL
To amend the Public Health Service Act to require increases in

the enrollment of third-year medical students as a condition

to medical schools' receiving capitation grants under such

Act.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That (a) section 771 (b) (3) of the Public Health Service

4 Act is amended to read as follows:

5 "(3) (A) Except as provided under subparagraph

6 (D) , a school of medicine may not receive a grant under

7 section 770 to be made in the fiscal year ending Septem-

8 ber 30, 1978, or in the next fiscal year unless its applica-

9 tion for such grant contains or is supported by assurances

A
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2

satisfactory to the Secretary that such school will increase

its enrollment of full-time, third-year students as prescribed

by subparagraph (B) .

"(B) The enrollment increase referred to in subpara-

graph (A) is an enrollment increase in a school of

medicine—

" (i) which is to occur (I) in school year 1978-

1979 in the case of an application of such school for a

grant under section 770 to be made in the fiscal year

ending September 30, 1978, and (II) in school year

1979-1980 in the case of an application of such school

for a grant to be made under section 770 in the fiscal

year ending September 30, 1978.

"(ii) in the number of full-time, third-year students

over the number of full-time, second-year students en-

rolled in such school in the preceding school year, and

"(iii) which is not less than 6 per centum of the

number of—

"(I) full-time, first-year students enrolled in

such school in school year 1977-1978, or

"(II) full-time, third-year students enrolled

in such school in school year 1977-1978,

whichever is less.

"(C) In determining the number of full-time, third-year



5

3

1 students enrolled in a school in a school year in which an

2 increase is required by subparagraph (B) -

3 " (i) full-time, third-year stfidents of such school

4 who were not second-year students in such school and,--

5 "(I) who are not citizens of the 'United States,

6 "(II) who were previously enrolled hi a school

7 of medicine to which the requirement of subpart-

8 graph (A) applies,

9 "(III) who were previously enrolled in a

10 school of medicine to which the requirement of sub

ii paragraph (A) does not apply because of the last

12 sentence of subparagraph (D) and for wIxotn a posi

13 tion in the third-year class of such school was avail-

14 able in such school year, or

15 "(IV) who first enrolled after October 12,

16 1976, in a school of medicine not in a State,

17 shall not be counted, and

18 "(ii) full-time, second-year students enrolled in suck

19 year who are citizens of the United States and who we

20 first enrolled before October 12, 1976, in a school of

21 medicine not in a State shall be counted as third-year

22 students.

23 "(P) The Secretary may waive (in whole or in part

99-280 0 - 77 - 2
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the requirement of subparagraph (A) for a school of

medicine—

" (i) if the Secretary determines, after receiving

the written recommendation of the appropriate accredita-

tion body or bodies (approved for such purpose by the

Commissioner of Education) that compliance by such

school with such requirement will prevent it from main-

taining its accreditation; or

"(ii) upon a finding that, because of the inadequate

size of the population served by the hospital or clinical

facility in which such school conducts its clinical training,

an increase in its enrollment of third-year students to

meet such requirement will prevent it from providing

high quality clinical training for each of its third-year

students.

The requirement of subparagraph (A) does not apply to the

application of a school of medicine for a grant under section

770 if in the school year ending in the fiscal year in which

such grant is to be made such school had an enrollment of

full-time, first-year students which exceeded its enrollment in

such school year of full-time, third-year students by at least

25 per centum.

"(E) A school of medicine which did not receive a grant

under section 770 because it did not comply with the applica-

ble requirements of this paragraph shall not be eligible to
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1
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15

16 and which are not eligible to receive a grant under

17 section 749,

18 to train students enrolled in such schools and institutions.".

19 (b) Section 748 (b) (3) (B) of such Act is amended

20 ( 1 ) by striking out "or" at the end of clause (iii) , 
(2) by

21 striking out the period at the end of clause (iv) and insert-

22 ing in lieu thereof ", or" and (3) by adding after su
ch

23 clause the following:

24 ' "(v) preventive medicine or dentistry.".

H.R. 9280-2

5

receive a grant under such section to be made in the fiscal

year ending September 30, 1980.".

SEC. 2. Section 771 (d) (2) of the Public Health Serv-

ice Act is amended (1) by striking out "In" and inserting

in lieu thereof "In the case of a school of dentistry which

in school year 1976-1977 had at least six filled positions

in dental specialty programs, in" and (2) by striking out

"a school of dentistry's" and inserting in lieu thereof "such

a school's".

SEC. 3. (a) Subsection (a) of section 748 of the Public

Health Service Act is amended to read as follows:

"(a) The Secretary may make grants to—

"(1) accredited schools of public health, and

"(2) other public or nonprofit institutions which

provide graduate or specialized training in public health
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(c) The heading for section 748 of such Act is amended

to read as follows:

"PUBLIC HEALTH TRAINEESIIIPS".

SEC. 4. The Secretary of Health, Education, and Wel-

fare shall conduct a study of—

(1) the type and quality of training provided by

foreign medical schools,

(2) the need in the United States for the additional

health professions personnel supplied by such schools,

(3) the conditions under which graduates of such

schools are licensed to practice in the United States, and

(4) the adequacy of such conditions to assure that

the health care provided by the graduates of such schools

is of high quality.

Not later than December 1979, the Secretary shall complete

such study and report his findings and recommendattions to

the Committee on Interstate and Foreign Commerce of the

House of Representatives and the Committee on Human

Resources of the Senate.

SEC. 5. (a) Subsection (a) (1) of section 731 of the

Public Health Service Act (relating to eligibility of student

borrowers and terms of federally insured student loans) is

amended to read as follows:

"(1) made to—
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7

1 "(A) a student who-

2 " (i) (I) has been accepted for enrollment

3 at an eligible institution, or (II) in the case

4 of a student attending an eligible institution,

5 is in good standing at that institution, as deter-

6 mined by the institution;

7 "(ii) is or will be a full-time student (as

8 defined in section 770 (c) (2) ) at the eligible

9 institution;

10 "(iii) in the case of a student in a school

11 of medicine, osteopathy, or dentistry, has been

12 authorized by the institution in accordance with

13 section 739 (b) (2) to receive a loan under this

14 subpart;

15 "(iv) has agreed that all funds received

16 under such loan shall be used solely for tuition

17 and other reasonable educational expenses, in-

18 eluding fees, books, and laboratory expenses,

19 incurred by such student;

20 " (v) for the school year for which such

21 loan is made, receives no funds from a loan in-

22 sured under a Federal, State, or nonprofit pro-

23 gram provided or assisted under part B of title

24 IV of the Higher Education Act of 1965; and



10

8

1 "(vi) in the case of a pharmacy student,

2 has satisfactorily completed three years of

3 training; or

4 "(B) an individual who-

5 " (i) has previously had a loan insured

6 under this subpart when the individual was a

7 full-time student at an eligible institution;

8 "(ii) is in a period during which, pursu-

9 ant to paragraph (2) , the principal amount of

10 such previous loan need not be paid; and

11 "(iii) has agreed that all funds received

12 under the proposed loan shall be used solely

13 for repayment of interest due on previous loans

14 made under this subpart; and".

15 (b) Subsection (a) (2) of such section is amended-

16 ( 1 ) by inserting before the semicolon at the end

17 of subparagraph (D) the following: ", except that the

18 note or other written agreement may provide that pay-

19 ment of any interest otherwise payable (i) before the

20 beginning of the repayment period, (ii) during any

21 period described in subparagraph (C), or (iii) during

22 any other period of forbearance of payment of principal,

23 may be deferred until not later than the date upon which

24 repayment of the first installment of principal falls due

25 or the date repayment of principal is required to resume



11

9

1 (whichever is applicable) and may further prov
ide that,

2 on such date, the amount of the interest whic
h has so

3 accrued may be added to the principal"; and

4 (2) by striking out "student" in subparagra
ph

5 ( E ) .

6 (c) Subsection (b) of such section (relating to m
axi-

7 mum interest rates) is amended by striking out "10 
percent

8 per annum" and inserting in lieu thereof "12 perc
ent per

9 annum".

10 (d) Such section is further amended by adding afte
r

11 subsection (c) the following new subsection:

12 "(d) No provision of any law of the 'United States

13 (other than subsections (a) (2) (D) and (b) of this sec-

14 tion) or of any State that limits the rate or amount of interest

15 payable on loans shall apply to a loan insured under th
is

16 subpart.".

17 (e) The amendments made by this section shall take

18 effect on October 1, 1977.
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95TH CONGRESS H. R.
85191ST SESSION

IN THE HOUSE OF REPRESENTATIVES

JuLY 25, 1977
Mr. ROGERS (for himself, Mr. PRETER, Mr. SCHEUER, Mr. MAGUIRE, Mr. MARKEy,Mr. CARTER, and Mr. MADIGAN) introduced the following bill; which wasreferred to the Committee on Interstate and Foreign Commerce

A BILL
To amend the Public Health Service Act to require increases

in the enrollment of third-year medical students as a con-
dition to medical schools receiving capitation grants under
such Act.

1 Be it enacted by the Senate and House of Representa,

2 tives of the United States of America in Congress assembled,

3 That (a) section 771 (b) (3) of the Public Health Service

4 Act is amended to read as follows:

5 "(3) (A) Except as provided under subparagraph (C) ,
6 the application of a school of medicine for a grant under sec-
7 tion 770 to be made in the fiscal year ending September 30,
8 1978, shall contain or be supported by assurances satisfactory

9 to the Secretary that the third-year enrollment in such
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2

school of full-time students in school year 1978-1979 and in

2 each school year thereafter will exceed the number of third-

3 year, full-time students enrolled in such school in school year

4 1977-1978 or in school year 1976-1977, whichever is

5 greater, by-

6 " (i) 5 per centum of such number, or

7 "(ii) ten students,

8 whichever is greater.

9 "(B) To assist schools of medicine in meeting the

10 requirement of subparagraph (A) the Secretary shall, not

11 later than August 15, 1977, and August 15 of each of the

12 next two years, identify the citizens of the United States

13 who, before the date of enactment of the Health Professions

14 Educational Assistance Act of 1976, were students in a

15 school of medicine not in a State and who by the date of the

16 identification made under this subparagraph-

17 " (i) successfully completed at least •two years in

18 such school of medicine, and

19 "(ii) successfully completed part I of the national

20 board of medical examiners' examination (or any suc-

21 cessor to such examination) .

22 The Secretary shall provide to schools of medicine, upon

23 their request, the names and addresses of the students iden-

24 tified under this subparagraph.

25 "(C) The Secretary may waive the requirement of sub-

IN

99-280 0 - 77 - 3
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1 paragraph (A) for a school of medicine upon a finding

2 that, because of the inadequate size of the population served

3 by the hospital or clinical facility in which such school con-

4 ducts its clinical training, an increase in its enrollment of

5 third-year students in compliance with such requirement will

6 prevent it from providing high quality clinical training for

7 each of its third-year students.".
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Mr. ROGERS. Our first witnesses this morning are 
appearing on

behalf of the Department of Health, Education,
 and Welfare:

Dr. Joyce Lashof, Deputy Assistant Secretary for Healt
h, and Mr.

Leo Kornfeld, Deputy Commissioner of Education
 for Student

Finances.
We welcome you to the committee.
Mr. CARTER. Mr. Chairman.
Mr. ROGERS. Dr. Carter.
Mr. CARTER. As we all know, there has been a great deal 

of concern

and controversy regarding the transfer of U.S. students 
into American

medical schools—as required as a condition of rece
iving capitation

support under the present health manpower law.
Many medical schools believe that this requirement is

 a violation

of their institutional admissions process—and others c
ontend that it

is unconstitutional. On the other hand, several hun
dred students

have made plans to apply for transfer as a result of this 
policy which

the Congress approved.
This is indeed a very complex matter, and I have agreed t

o cosponsor

this proposed amendment to indicate my willingness 
to consider

changing the law. I look forward to hearing the witnesse
s and to ex-

amining various alternatives.
Thank you, Mr Chairman.
Mr. ROGERS. Thank you.
You may proceed. Your statements will be made part of the

 record,

without objection.

STATEMENTS OF JOYCE C. LASHOF, M.D. DEPUTY ASSIST
ANT SECRE-

TARY FOR HEALTH-PROGRAMS, DEPARTMENT OF HEAL
TH, EDU-

CATION, AND WELFARE, ACCOMPANIED BY ROBERT K
NOUSS,

M.D., DIRECTOR, DIVISION OF MEDICINE, BUREAU OF H
EALTH

MANPOWER; AND LEO L. KORNFELD, DEPUTY CO
MMISSIONER

FOR STUDENT FINANCIAL ASSISTANCE, OFFICE OF EDU
CATION,

HEW, ACCOMPANIED BY DAVID BAYER, ACTING D
IRECTOR,

HEALTH LOANS STAFF

Dr. LASHOF. Mr. Chairman and members of the subcomm
ittee,

I am pleased to have the opportunity to testify before you t
oday on

H.R. 9280, a bill to increase enrollment of third-year medical 
students

as a condition to be met by medical schools desiring capitation 
grants

and to make certain other changes in the health professions e
ducational

assistance authorities in title VII of the Public Health 
Service Act.

In general, the administration favors the enactment of t
his bill.

I should like to comment briefly on the proposed amendmen
ts as

they relate to capitation grant conditions and to eligibility for 
public

health traineeship grants. My colleague, Mr. Kornfeld, will co
mment

on the amendments to the new authority for federally insured 
loans to

health professions students.
H.R. 9280 provides that U.S. medical schools, in order to 

receive

capitation grants for the school years 1978-79 and 1979-80
, must

increase the size of their third year class by not less than 6 
percent of

the number of their first or third year students enrolled in 
school

year 1977-78, whichever is less. This new condition would 
take the

place of the present requirement in section 771(b) (3) of the 
Public
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Health Service Act that medical schools accept a certain number ofU.S. citizen foreign medical students to be allocated by the Depart-ment of HEW.
The Department currently is proceeding to implement the existingcapitation grant requirement, which was enacted by the Health Pro-fessions Educational Assistance Act of 1976 and was broadened by theHealth Services Extension Act of 1977 to include students in U.Sprograms designed to prepare individuals for the third year in medicalschool. A total of 828 U.S. citizen foreign medical students and 129special program students have been identified as eligible for transferunder this requirement.
The U.S. citizen foreign medical students have been notified abouttheir identifications and the schools have been sent a complete list ofidentified students. As we continue to implement the law, we willmake a tentative allocation of positions to the schools following receiptof their 'student enrollment data in October, take final action on theschools' requests for waiver of the provisions in February, and com-plete a match of eligible students with the participating schools towhich they have applied in March. It is expected that the matchedstudents will be enrolled in reserved, advanced-standing positionsbefore October 1, 1978.
Although we are implementing this capitation provision on as equi-table and timely a basis as possible, the Department has deep concernabout both a program of special consideration for U.S. foreign medicalstudents and the approach to such a program that is contained in theexisting provision, section 771(b)(3) of the PHS Act. Our concern isbased on the following reasons:
One, the provision involves the Federal Government in the medicalschool admissions process by denying schools the right to applyacademic qualifications criteria to such students, criteria they use inevaluating all other applicants.
Two, it creates privileged entry into U.S. medical schools for a groupof students who were not accepted in their previous applications toU.S. schools. Further, this advantage accrues only to those fortunateenough to be able to afford a medical education in a foreign school.Less affluent applicants who had been denied admission to U.S. schoolswould not be able to receive this privilege, in many cases, only becausethey lack the financial resources.
Three, it provides extraordinary consideration for the least qualifiedmembers of this group since, in the past, the most qualified amongthem (458 in 1976) had been voluntarily accepted by U.S. medicalschools, many through the COTRANS program.
Four, as written, all eligible students would be apportioned to allschools receiving capitation grants. If some medical schools decline toparticipate (i.e. decline capitation), this provision increases the burdenon the remaining schools by apportioning the re-entering studentsacross a smaller number of schools.
Five, there are major administrative complexities involved inidentifying eligible students, verifying their credentials, apportioningpositions among schools, and facilitating the matching of studentsqualified by this provision with the schools willing to consider them.Six, despite the stated intent of the Congress that this mechanismwould expire in 1980, we are concerned that it might be extended
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and become a permanent inducement for more Americans to 
enter

foreign medical schools.
Seven, these provisions have stimulated the establishment of

 a,

growing number of foreign medical schools catering almost
 exclu-

sively to United States students. Many of these schools can nev
er

hope to acquire academic standards comparable to standards
 for

United States accreditation.
A number of the Nation's medical schools have indicated tha

t,

rather than comply with the requirement in section 771(b) (3) f
or

admission of transfers from foreign schools, they might forgo ca
pita-

tion support. To date 13 schools have raised questions about
 the

legality of the transfer provision. Two schools have reserved t
he

right to withdraw if implementation of the program is incompatible

with the goals and principles of the schools. Three schools ha
ve

already given notice that an upper limit exists on the num
ber of

transfers they would be able to accept. Following the tent
ative

allocation of positions to the schools next month, other schools
 can

be expected to request a waiver of the transfer provision.

The proposal in H.R. 9280 to substitute for the transfer provisi
on

a requirement for an increase in the size of medical schools' thi
rd-

year classes would make several improvements. It would allow t
he

medical schools to apply to U.S. citizen foreign medical stud
ents

admission standards that are consistent with those applied to 
other

students entering the schools and entering their third yea
r. The

only limits on schools would be that they could not count toward

the increased number of third-year students certain types of stude
nts

such as alien transferees and students enrolled in M.D. degree grant
-

ing programs at another school.
We would suggest that schools also not be permitted to count as

third-year students transferees from U.S. colleges of osteopathic

medicine.
In addition to preserving the medical schools' discretion in th

e

application of admission standards, the bill would give the 
schools

the option of admitting transfer students either to the second-yea
r

or the third-year class, while counting all of these students toward

the required increase in third-year enrollment. This provision would

take care of the special problems of schools having three-year c
ur-

riculums leading to the M.D. degree. It would also allow a me
dical

school to require an extra year of training for those students w
ho

did not seem ready for training at the third-year level of that scho
ol.

With respect to the effect of the amendment on U.S. citizen foreign

medical students, the requirement for a 6-percent increase in third
-

year enrollment would create enough positions to accommodate a

fairly large proportion of the students capable of transferring to U.S.

medical schools. If all the U.S. schools were to participate in the

capitation pi ogram without a waiver, we estimate that about 1,
860

places would be available over the 2 years of the program. Of these
,

only about 260 would be filled by students from special U.S. program
s

preparing students for the third year of medical school. Even under th
e

existing transfer provision, of course, there is no absolute guarante
e

that a U.S. foreign medical student who has passed part I of the

National Board of Medical Examiners' examination will gain admission

to a U.S. medical school.
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By allowing the U.S. schools to count U.S. citizen foreign medicalstudents toward their required third-year enrollment increases only ifthose students were enrolled in a foreign school prior to October 12,1976, the bill would apply to the same group of students covered by theexisting transfer provision as a matter of equity. We strongly believethat the Federal Government should not encourage U.S. citizens toacquire a medical education in another country. As the conferees onthe Health Professions Educational Assistance Act of 1976 said a yearago, it was not their wish "either to encourage or condone the practicesof U.S. citizens receiving their medical education in foreign medicalschools if such persons intend to practice in the United States."We note that the proposed amendment would acquire an increase inthe third-year enrollment of medical schools for each of 2 years—although probably by no more than the existing transfer provision.The Department is seriously concerned with the possible effects onhealth care costs of a constantly increasing supply of physicians, andwe are currently conducting a thorough study of this question. Aswritten, the requirement in the bill would permit the schools to deter-mine their own enrollments in academic year 1980-81 and after.For all of the above reasons, we would oppose any extension of thisenrollment-increase requirement beyond the present 2 years.In summary, we are basically opposed to section 771(b) (3) as it iscurrently written, on the grounds previously enumerated in ourtestimony. However, we do recognize that the enrollment increaseamendment contained in H.R. 9280 is preferable to the existingprovision, because:
First, it would give medical schools greater discretion in the admis-sion of transfer students;
Second, it would provide equitable treatment for U.S. citizenforeign medical students who may have already taken irreversibleactions in expectation of enforcement of the current provision; andThird, it would strictly limit the transfer program to 2 years.This latter point is particularly important, Mr. Chairman, becausethe departmental manpower study to which I previously referredcould indicate that the existing capacity of American medical schoolsis sufficient to meet national needs in the foreseeable future.Section 4 of your bill asking for a study of the problem of the foreigntraining is applicable and would fit in with our proposed study andwe would be in favor of that, too.
The amendment would apply to medical school capitation grantsmade in fiscal years 1978 and 1979. At present, the only other specialcondition for medical school capitation grants for fiscal years 1978through 1980 is the requirement that the schools train at least aspecified percentage of first-year residents in primary care: 35 percentfor fiscal year 1978 grants; 40 percent for 1979; and 50 percent for 1980.Recent counts show that the residency training requirements specifiedfor fiscal year 1980 have already been met, with the percentage offirst-year residents in primary care having been 52.8 percent onJuly 15, 1977.
Under the Health Professions Educational Assistance Act of 1976,capitation grants were authorized to a large extent as a means ofencouraging the schools to help meet certain critical national objectives.The Department currently is reviewing the existing Federal healthmanpower training programs with a view to assessing their effective-ness in addressing the nation's major health manpower problems. We
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look forward to working with this subcommittee in developing

strengthened efforts to improve geographic and specialty distributi
on

and otherwise to help mobilize our health manpower resources to meet

national needs.
In addition to amending the transfer provision in the medical

school capitation authority, H.R. 9280 would amend the 
dental

school capitation authority to exempt from the requirements f
or

specified percentages of dental residency positions in general dentistry

or pedodontics a dental school which in 1976-77 had fewer than six

filled positions in dental specialty programs. This provision is designed

to relieve undue pressures on certain new or small dental schools. We

have no objection to this provision.
The bill also would amend the public health traineeship authority

in section 748 of the Public Health Service Act to broaden the eligi-

bility provisions and the purposes of the traineeship grants. Grants

would be made not only to accredited schools of public health but also

to other public or nonprofit institutions which provide graduate or

specialized training in public health and which are not eligible for

grants under the separate authority of section 749 for traineeship

grants to graduate programs in health administration, hospital

administration, or health policy analysis and planning. Areas of study

covered by the program would be broadened to include preventive

medicine or dentistry. We favor this amendment.
Finally, the bill would make several amendments in the new author-

ity for federally insured loans for health profession students as enacted

in the Health Professions Educational Assistance Act of 1976.
Before Mr. Kornfeld discusses these, I would like to comment

briefly on the relationship of the loan program to certain health

professions student assistance programs administered by the Public

Health Service.
Capitation is a lever to redirect our health profession training

institutions to address critical national health manpower objectives.

The National Health Service Corps scholarship program assists with

educational funding those students willing to provide future service

in nationally determined shortage areas.
The department continues to be strongly committed to resolving

this geographic maldistribution problem. However, the department

also supports the objective of improving access to the capital market

to assist those students for whom there are insufficient service scholar-

ships, especially dentistry, veterinary medicine, optometry, and

podiatry students.
At the same time, we strongly believe that improved capital market

access should be integrally related to and not jeopardize or compromise

our other health manpower objectives. Specifically, by statute, the

new loan program is available only to students whose schools par-

ticipate in addressing the national manpower objectives contained

in the capitation program.
In addition, only 50 percent of students in medical, osteopathic,

and dental schools will actually receive loans in any given year.
Finally, we believe that the terms of loans should not contain

conditions, such as interest subsidies, that may induce students who
would otherwise accept a service scholarship to prefer to finance their

education with loans. Health professions students face high rates of

return on their investments in training, 22 percent per year for

medicine, and relatively optimistic income prospects, median net
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physician income in 1975 was $58,400, about five times the averageworker's earnings.
We believe therefore that it is quite reasonable to expect the healthprofessions student who borrows to finance his education to repay notonly the principal but also the interest charges which compound andaccrue while he is a student, intern, or resident. Recognizing suchfuture repayments, a student may instead choose to accept a servicescholarship.
With that introduction from our overall health manpower policyperspective, Mr. Kornfeld will now discuss the student loan aspectsof the bill. And, of course, both of us will be available to answerquestions.
Mr. ROGERS. Thank you. Mr. Kornfeld.

STATEMENT OF LEO L. KORNFELD
Mr. KORNFELD. Thank you. We are pleased to be here.As you know, this is the first time we have had an opportunity tobe before this subcommittee. We have submitted written testimony[see p.22] and I would like to briefly summarize what we have includedin that testimony.
In the written testimony, we have proposed five limited and hope-fully noncontroversial amendments to the bill.The enabling legislation for this health loan program became effec-tive October 1, 1977. For this current year to permit medical studentsto obtain the loans up to $10,000, we have amended the student loanprogram this year. Hopefully, we will get the new law into effect in thenext 2 years.
The five amendments we have suggested for your considerationare the following:
First, interest may be deferred and added to principal until thestudent is in a repayment schedule. The reason for this particularamendment is assuming a student, for example, borrows $10,000a year as permitted under this law, by the time he enters his fourthyear at medical school, he would be obligated to pay back at the rateof $330 a month. This appears to be an obvious burden some studentscould not accomplish. By deferring the interest at this point, thiswould permit him not to pay the interest while at school or duringhis internship or residency and have that amount added to the pay-ment schedule when he is in a significantly better position to makethat kind of payment.
The second amendment is prior borrowers may borrow during theirinternship and residency, during the 9-month preferred period andthe deferment period on the loan. Our student residents earn in the$10,000 to $16,000 range. If, again, he borrowed the maximum of$10,000 a year, by the time he interned or had a residency, he wouldbe obligated to pay back $4,000 a year which is obviously an inordi-nate amount for a person to pay at that level of salary of approxi-mately $16,000. He would be able to pay the interest at a time whenhe is in a much better position to do so.
The next three are of a somewhat minor nature but, to make surethe bill is clear to all parties, the third is to allow first year studentsaccepted in health profession schools to receive loans prior to com-mencing full-time studies. The bill presently states students currentlyenrolled and in good standing are the only ones who can take the loans.
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It may appear these might be freshman students who c
an accept these

loans. The amendment we are suggesting would e
xtend to students

accepted by school.
The fourth is a better definition of eligible students. 

As we read the

law, the law states that we are assuming the only st
udents who are

eligible for this type loan, the $10,000 loan, are student
s included in

the capitation count. If it is the intent of Congress tha
t you in fact

want to include physician assistants and dental auxi
liary students,

this would add about 15,000 more students eligible fo
r this type loan.

However, if they are excluded, there would be 15,000 
students less.

The 15,000 would still be eligible for the guaranteed 
student loan

program.
The fifth is the State usury laws. As you know, 26 Stat

es have laws

where loans of this sort have to be limited to an inter
est payment of

less than 10 percent. We have this authority, the overrid
e in the State

usury laws for our guaranteed student loan program. Thi
s was passed

in 1968 and there are a number of States where, unless 
this amend-

ment was passed, we would have trouble with loans i
n those States.

I think that covers the major points included in our w
ritten testi-

mony.
We would be happy to answer any questions.

[Testimony resumes on p. 451
[Mr. Kornfeld's prepared statement and attachments 

follow :1

99-280 0 - 77 - 4
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Statement by
Leo L. Kornfeld

Deputy Commissioner for Student Financial Assistance

Mr. Chairman and Members of the Subcommittee:

This is my first appearance before this Subcommittee and

I appreciate the opportunity to be here to outline the need

for amendments to P.L. 94-484, Section 401(b), the Federal

Program of Insured Loans to Graduate Students in Health

Professions Schools.

We are well aware that the enabling legislation for this

new program becomes effective October 1, 1977. However, it

has also become apparent that to implement the program without

further statutory amendments could lead to significant problems

for potential student borrowers, lenders and the Office of

Education, which as you know, has been charged with the

responsibility for the administration of this program.

Recognizing the amount of publicity that has been given to

this legislation and the need to assist students in health

professions schools for the current academic year, an amendment

to the existing Guaranteed Student Loan Regulations was published

in the Federal Register on June 30 which permits health professions

students to borrow LID to $10,000 for the 1977-78 school year.

This interim solution enables these students to borrow the same

amounts authorized under the new health loan program and will

remain in place until the new program is implemented.
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We feel that the amendments we have proposed for your

consideration will strengthen the existing legislation and,

if enacted on a timely basis, make it possible to implement

the program in plenty of time to assist health professions

students who need to borrow for the 1978-79 school year.

It is the Bureau's belief that changes in the existing

legislation are essential if the program is to be responsive

to the needs of students in health professions schools and

concurrently retain the apparent Congressional intent of giving

the students financial responsibility for their education.

Payment of Interest 

Certainly the matter of greatest concern to those associated

with this legislation is the amount of interest borrowers must

pay on loans, how that interest will be paid, and the total

repayment burden.

This subject came into even sharper focus on August 16, when

we met with representatives of the financial community to discuss

the program and their willingness to make these loans. After much

discussion, it became clear that the chief concern of these lenders

was how and when borrowers would make interest payments which the

law requires them to do while in school and during training. The

feeling of the lenders was that, under the current legislation,

defaults were inevitable during these periods since interest
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payments would spiral well beyond the ability of most borrowers

to pay.

The interest costs to the borrower prior to the beginning of

the repayment period are significant. Moreover, the burden of

interest payments comes at a time when the student is least able

to pay. For example, a student who borrows $8,000 a year for

four years at 10 percent would be liable for annual interest

charges of $3,200 a year, or $266.67 monthly, during his senior

year of college, during the internship and residency periods and

the 9-12 month grace period before repayment of principal commences.

If a student borrows the maximum of $10,000 a year, and some

will have to, the annual interest increases to $4,000 or $333.34

monthly. For most students, it would seem clear that such interest

payments would be difficult to meet and increase the likelihood

that borrowers would default even before they begin repaying their

loans.

An obvious alternative to this problem would be to defer

and accrue the interest until repayment of principal commences.

However, the commercial lenders have made it clear that they

would be unable to hold loans of these amounts for such a long

period of time without some return on investment of funds. It

is quite apparent that many commercial lenders would not view

these loans as attractive investments.
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At the August 16 meeting, the Student Loan Marketing

Association responded to the dilemma by suggesting that the

educational institutions themselves are the most logical lenders

for this program and that the role of the commercial lenders

might be to provide short-term lines of credit to those schools,

who may not have sufficient lending capital. After the student

loans had been disbursed by the school lenders, Sallie Mae

could purchase the loans, thus enabling the schools to repay

the banks.

Sallie Mae's unique financing authority would make it possible

for that organization to hold and service these loans without the

necessity for an immediate return on investment which virtually

all commerical lenders require. Thus, the student's interest

obligations could be deferred until the repayment period commences.

This would provide an alternative to those students who could

not afford to pay the interest on a pay-as-you-go basis.

On August 24, a meeting was held with educational institutions

and student associations to obtain their views on implementation

of the program. Funding of the loans, the total debt burden, and

the problem of how students would pay the interest were overriding

concerns. The students groups said it would be difficult to pay

this interest while in school since tuition alone at some medical

schools is approaching or in excess of $10,000, and the total
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student budgets at many health professions schools are well over

the annual loan maximum of $10,000 authorized under this program.

Furthermore, the students pointed out that the rigors of both

classroom and clinical training preclude them from holding part-

time jobs and that students with families to support are under

constant pressure to meet their day-to-day financial obligations.

Most of the schools felt that since commercial lenders

apparently were not interested in making the loans, they would

reluctantly agree to become lenders. The schools felt that the

Sallie Mae proposal could make this a viable approach and provide

them the resources they need if they are to function as lenders.

We are well aware there is current disenchantment with

utilizing schools as primary lenders because of the default

experience of some of them under the existing Guaranteed Student

Loan Program. However, by allowing the deferral of interest

during the school and training periods, our feeling is that

defaults will be minimal because we are dealing only with some

300 health professions schools on less than 200 campuses.

Students graduating from these schools usually earn incomes

well above the average. The major default problems of the

Guaranteed Student Loan Program have been concentrated among

vocational and undergraduate students and affected by numerous

cases of school closures, high drop-out rates and lack of
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employment opportunities. We do not foresee these problems

with health professions students.

We have adopted the Sallie Mae as the basis for an amendment

which would provide for the deferral of interest during periods

when the borrower's income is minimal and would be paid when

their earning capacity is greatest -- when they are in profes-

sional practice. This includes the years during which the

borrower is pursuing full-time studies in a health professions

school and also during periods of internship and residency.

It would also include the 9-12 month grace period that occurs

prior to commencement of repayment, any authorized periods of

deferment and any period of forbearance agreed to by the lender

and approved by the U.S. Commissioner of Education. Interest

would accrue and be compounded during these periods, be added

to and become part of the principal amount of the loan when

repayment of the loan commences or resumes. The lender will

then charge the permissible rate of interest on this new principal

amount, amortizing the loan over the repayment period.

For those borrowers who are financially able to pay the

interest on a pay-as-you-go basis, that way is certainly the

most economical for all involved. But we know many will not

be able to do this. This accrual proposal, while increasing

the total amount to be repaid, will at least offer an option

other than default.
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Use of Loan Proceeds 

Not all students will need the maximum loan of $10,000 to

pay for tuition, equipment, room, meals and other such costs.

Some may use a portion of their loan proceeds to pay for the

interest due on the loans while they are enrolled as students

in a health professions school. However, these interest charges

may present a significant problem during periods of internship,

residency and other periods when payment of principal is not

required. These are also periods when their income is minimal

compared to their earning capacity when they commence practicing

their professions.

For example, the average annual income of interns or residents

in the various health professions areas generally ranges from

$10,000 to $16,000 before taxes, depending upon academic discipline.

At a ten percent interest rate, the annual interest owed on $35,000

in total loans would be $3,500. To pay amounts like this would

take an inordinate amount out of current income and could possibly

result in default. In addition, many of these students may have

other loans made either at tlqe undergraduate or graduate level,

which have to be repaid during these periods. Internship and

residency training is usually not a basis for deferral of principal

repayment in other student loan programs.

We have therefore proposed an amendment which would permit

borrowers to obtain additional loans during such periods, only 
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for payment of the interest due on the loans they obtained while

they were enrolled in a health professions school. We believe

this provision is essential.

We recognize that this proposal, as in the case of our

proposal to permit deferral of interest that accrues prior to

the beginning of the repayment period, will increase the total

interest burden on the student. This is of no little concern

to us -- and we would like to share some of these concerns.

Many of us who are not continually involved in financial

transactions tend to underestimate the cost of interest relative

to the overall cost of borrowing. Frequently overlooked in

deference to our concern with the amount of monthly payments

due, the cost of interest may be greater than the amount borrowed.

For example, a prospective homeowner would express little

concern over a monthly installment of $268.55 on a 25-year

home mortgage of $32,000 at 9% simple interest. Yet the homeowner

would make total payments of $80,565 over the life of that loan.

This same concept would be the case with regard to loans made

under this program with the student paying the interest on a

pay-as-you-go basis. The same is true with the additional options

we have proposed to allow the student to defer interest, which

would compound and accrue to the beginning of the repayment period

or to allow the student to borrow the interest during the intern-

ship, residency or other periods when principal payment is not

required.
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The following table demonstrates this fact, and is based

apon a student who borrows $8,000 per year for four years at 10

percent interest and who has a three-year internship and residency

period followed by a 12-month grace beriod and a 15-year repayment

period.

Comparision of Student Interest Burden

OPTION I
(Pay inter-
est as you

Interest Paid
Prior to
Beginning of
Repayment
Period

Accrued
Interest

Principal
Amount at
Start of
Repayment
Period

Interest
During
Repayment
Period

Total
Interest

Total of
All
Interest
and
Principal

go) $20,800 -0- $32,000 $29,898 $50,698 $82,698

OPTION II
(Accrue
and Com-
pound
interest) -0- $28,700 $60,700 $56,714 $85,414 $117,414

OPTION III
(Student
borrows to
pay interest
during
internship/
residency/
grace
periods) $24,578 -0- $48,578 $45,389 $69,967 $118,545

Loan Eligibility 

We also are proposing several modifications which would

make clear which students are eligible for loans. As indicated

in the title of this law, the program provides for loans for

1=1=1
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graduate students attending eligible health professions schools.

One amendment clarifies that the eligibility applies only to

those students who are counted for purposes of the capitation

grant program. This includes those enrolled in a program leading

to a degree of doctor of medicine, doctor of dentistry or an

equivalent degree, doctor of osteopathy, doctor of optometry or

an equivalent degree, doctor of veterinary medicine or an

equivalent degree, or doctor of podiatry or an equivalent degree,

or a graduate degree in public health or equivalent degree.

Based on the mpst recently available data (1975-76), school

year, the total enrollment of the 312 health professions schools

was 127,781. Of this number, 15,983 students enrolled in schools

of medicine, osteopathy and dentistry were not counted for

purposes of capitation. We assume it is not the intent of

Congress to extend eligibility to those students enrolled in

physician's assistants programs, dental auxiliary programs or

programs of advanced study leading to terminal degrees in the

health sciences, hematology, etc. We are not clear of the

Committee's intent in this regard. If Congressional intent is

to include students studying in health professions schools for

other than the degrees mentioned, we will implement the program

in that way but we need direction from this Committee.

Another perfecting amendment clarifies that there is a

difference between a student who has been accepted for enrollment
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and one who is currently enrolled. This amendment will make it

possible for students in either category to receive loans. The

law as currently written states that a student must be "currently

enrolled," "in good standing" and "pursuing a full-time course

of study" before receiving loan payments. Schools normally only

determine "good standing" for students who have been in attendance

for a period of time. Some schools will not permit students to

begin classes until all fees are paid. We have suggested language

which will make it possible for students to receive loan nroceeds

prior to the start of classes and pay other education-related

expenses such as rent or purchase of equipment in advance of

attendance.

Usury Law Restrictions 

Finally, 26 States have usury laws which restrict consumer

loans of this type to less than ten percent. We are suggesting

language to be added to Section 731 which would override the

usury laws in these States and permit lenders to make loans

under this program at the interest rate specified by the Secretary,

within the maximum rate set by law. The language is comparable

to that enacted by the Congress in 1968 for the existing Guaranteed

Student Loan Program. Without such a change, it is doubtful

that lenders in these States would be willing or legally able

to make such loans.

In this respect, we note that the bill the Committee is

now considering allows as increase in the maximum interest
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rate to 12 percent. We have no objection to this provision

although we do not anticipate promulgating a regulation whi
ch

would allow such a rate at this time.

In conclusion, Mr. Chairman, I would like to say that we

have attempted to propose limited and non-controversial 
modifi-

cations to resolve the problems outlined to you here today.

Attached are some exhibits which provide additional info
rmation

to support these amendments.

As I have indicated, we feel it would be difficult to

implement this program without this legislation. In addition

we believe that this legislation must be enacted by late
 January

to enable us to procced to structure the program admi
nistratively

in time for the 1978-79 academic year.

Thank you.

7
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INTEREST - USURY STATUTES1

(Maximum Contract Rates Range From 6% Per Annum To An
Unlimited Amount, As Agreed To By The Parties)

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware

Maximum
Rate

Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina

Maximum
Rate

8 %
10.25%
10 %
10 %
10 %
None

12 %
A

10 %
11 %
12 %
None
9.50%
10 %
C
8 %D. C. 8 % North Dakota 9.50%

Florida 10 % Ohio 8 %Georgia 9 % Oklahoma 10 %Hawaii 12 % Oregon 10 %
Idaho 10 % Pennsylvania 6 %Illinois B Puerto Rico 9 %Indiana None Rhode Island 21 %
Iowa 9 % South Carolina 8 %
Kansas 10 % South Dakota 10 %Kentucky 8.50% Tennessee 10 %Louisiana 8 % Texas 10 %
Maine None Utah NoneMaryland 8 % Vermont 8.50%Massachussetts None Virginia 8 %
Michigan 7 % Washington 12 %
Minnesota 8 % West Virginia 8 %Mississippi 10 % Wisconsin 12 %Missouri 10 % Wyoming None

ADelaware - Special education loan provision - 7% discount + 2% fee

BIllinois - Special education loan provision - loans to $15,000 and
121 months, the add-on rate of 7%

cNew York - Special education loan provision - loans to S20,000 and
85 months - rate not to exceed 12%

'Sources: The Cost of Personal Borrowing in The United States;
Financial Publishing Co., Boston, MA

Consumer Credit Guide, Sec. 510, Interest Usury
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Mr. ROGERS. Thank you very much, Mr. Komfeld.
I want to say, Dr. Lashof, the subcommittee has appreciated the

cooperation from the Department in trying to work out this.partic-

ular matter. Dr. Knouss has been most helpful in administering the

program.
Mr. CARTER. I want to congratulate the witnesses on their testi-

mony. It has been meaningful and represents a position with which

I believe I agree, to a great extent.
I certainly agree with your idea of deferring payment on the interest

for students, however, I don't believe in increasing that interest

rate above 10 percent. Whenever you do that, you get into a difficult

situation for anyone. People can't pay over 10-percent interest even

on $58,000 a year. They would have difficulty doing it. At any rate,

that is going too high.
One thing that concerned me throughout the debate is a lack of

data on education in foreign medical schools. How many American

students are enrolled in Guadalajara at the present time?
Dr. LASHOF. I believe about 2,000. I will find the specific figures

in a minute.
Mr. CARTER. 2,000 Americans?
Dr. LASHOF. Yes, 1,853. Now, this data is from 1972-73.
Mr. CARTER. What is the total student enrollment of that school?
Dr. LASHOF. We don't have those figures. These figures which I

am giving you are from 1972-73, which are the most recent we could
get.
Mr. ROGERS. Perhaps Dr. John Cooper, of the Association of

American Medical Colleges, may have that information.
Dr. COOPER. Unfortunately, it is difficult to get information from

there.
Mr. CARTER. But there were several thousand students?
Mr. ROGERS. These figures are from 1972-73. I would anticipate

there are substantially more Americans abroad now.
Mr. CARTER. Do you know anything of the nature of the facilities

they have for training in Guadalajara?
Dr. LASHOF. I am not personally familiar with the facilities. I

know some anecdotal information from some of the students who

entered the Rush Medical College for their last 2 years when I was
at Rush before coming here. One gathers the lectures are in large
lecture halls and most of the students are studying on their own,
got their text books and studied on their own and didn't get much out
of the classroom. They gained enough to pass the first part and with
help and special training, many have done fairly well.
Mr. CARTER. They did fairly well there at Rush, is that correct?
Dr. LASHOF. Yes; they may be the handpicked of the top people

there and I would hate to generalize as to what happens to most of
the students coming from there.
Mr. CARTER. Did they pass their National Boards after completion

of the first 2 years?
Dr. LASHOF. Yes.
Mr. CARTER. Did you make any further requirements at Rush

before they entered?
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Dr. LASHOF. I do not believe so. I was not on the admissions groupthat selected them. I know we didn't just take any of them. Therewas a selection process but what elements we used, I personally don'tknow.
Mr. CARTER. Were many of these the same students whom you hadrejected at Rush previously?
Dr. LASHOF. Or some other school. I don't know that all applied toRush, but they were students that tried to get into an American schoolthat didn't make it.
Mr. CARTER. What do you require of a first year medical student foradmission besides his required subjects and premed?
Dr. LASHOF. I think most schools, of course 
Mr. CARTER. What sort of academic grade average do you require.Dr. LASHOF. Most schools are requiring between three to four, 3.5to 4 at the top schools.
Mr. CARTER. Have you let them in with less than 3.5?
Dr. LASHOF. I couldn't speak for the schools as a whole. I thinkDr. Bennett and Dr. Cooper could answer that better than I.
Mr. CARTER. Then on their aptitude tests-
Dr. LASHOF. I think they will talk to those questions.
We do have some data. Dr. Knouss knows this and has pulled to-gether a lot of data. Comparing grade-point data about 85 percentof accepted first-year medical students in the United States has agrade-point average of between three and four, and about 15 percenthad a grade-point average of 2.9 or below. For the aptitude scoresamong accepted first-year students, 89 percent had MCAT scoresbetween 500 and 795, and approximately 11 percent had scores lessthan 500. Among COTRANS candidates, 69 percent had MCATscores over 500 and 31 percent below 500.
Mr. CARTER. How many staff have you had working on the currentlaw's provisions?
Dr. LASHOF. Do we count them in manhours of staff? I think Dr.Knouss could be counted as two. We have had about three people

working on it.
Mr. CARTER. Are your resources adequate to meet the deadlinesspecified in current law?
Dr. LASHOF. Let's say whether they are adequate or not, we aremeeting them.
Mr. CARTER. How would enactment of this amendment affect your

staffing needs?
Dr. LASHOF. It would reduce them. We would be able to drop this

particular activity and allow staff to devote themselves to other
activities. We won't fire anybody because you change it, I assureyou there is plenty of other work for them.
Mr. CARTER. I understand the Senate has a proposal to require

only a 5-percent increase for 1 year only, and to consider only those
students identified as eligible under the current law's provision. Whatcomments do you have on the Senate approach?
Dr. LASHOF. Well, under the 6 percent we would have space for922 students; under the 5 percent we would have space for 766. So itwould decrease the number of students who at this point think they

will be able to get in by 150 some.
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Under the House bill the number of 922 is for 2 years, so 1,800

students would get in. Under the Senate bill, 706 students would

get in in 1 year. So it is a question of how many students you want to

try to give this to.
Mr. CARTER. You feel these students should pass the first part of

the National Boards?
Dr. LASHOF. Oh, yes.
Mr. CARTER. And the MCAT test also?
Dr. LASHOF. Certainly we should require that they pass the first

part of the National Boards. All have taken MCAT's, I am sure,

before. I don't know whether I thought through how thoroughly the

MCAT may be used at their level. It is kind of academic.
I think part of the problem is that we use them to try to predict

whether a student is going to make it. Once a student has had 2

years and has been able to prove he can pass the National Boards,

whether the test is as important as it was before, I think that is some-

thing I would refer to the academicians to see what their projections

are and review some of the experiences they have had.
Mr. CARTER. Thank you very kindly.
Mr. KORNFELD. One point, you mentioned the 10 percent I, wanted

to mention it is our intent to implement this law using that

interest rate.
Mr. CARTER. That is too much, Mr. Komfeld. I am a low-interest-

rate man.
Dr. LASHOF. Can you find someone to give it to you at less?
Mr. CARTER. Yes; I can get an interest rate of 8 or 9X percent. I

have a director of a bank that will lend at that rate.
Mr. KORNFELD. There is a difficulty in his and the guaranteed

student loan program, there it is about 8X or 9 percent because it is

a supplemental loan program.
Mr. CARTER. Maybe they can make the 10 percent but I will tell

you 10-percent interest is rough.
Mr. ROGERS. Mr. Waxman.
Mr. WA XMAN. Thank you, Mr. Chairman.
Dr. Lashof, as I understand your testimony, you would be just

as satisfied if we repealed that section completely but would accept

the proposal offered by Congressman Rogers. Is that correct?
Dr. LASHOF. I think it is difficult to say I would definitely favor

repeal at this time. Having passed the other and having made this

commitment and having not yet developed an overall policy on how

we really ought to address this problem, I personally would not be

willing to say we should repeal it.
There is discussion in the Department and certainly there is feel-

ing in some parts of the Department that a repeal should not have

been passed in this form. There is more argument whether the repeal
would be better than the amendment. I personally prefer the amend-

ment.
Mr. WA XMAN. The reason I made that assumption was because you

stated on page 7:
In summary, we are basically opposed to section 771(b) (3) as currently written

and would prefer to see that provision repealed rather than amended on the

grounds previously enumerated in our testimony. However, we do recognize that

the enrollment increase amendment contained in H.R. 9280 is preferable to 
the

existing provision because, * * *.
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That is how I reach that conclusion.
Dr. LASHOF. If you listened to me, I didn't read that sentence theway it was written, which indicates that I am 
Mr. WAXMAN. It is written testimony.
Dr. LASHOF. As I was told yesterday, once Gaylord Nelson, aftergiving his speech, said "I don't know how you feel about what Ijust read, but I disagree with it."
We had an argument over that and I said I didn't want to be inthat position after I finished reading it so, if you don't mind, thetestimony may have been written that way, but I omitted one phraseand two other words.
Mr. WAXMAN. Now, it is a question of whether I agree with whatyou said or what you wrote.
Mr. ROGERS. I think it is obvious that the Office of Managementand Budget approved certain statements and that is probably whereit was added.
Mr. WAXMAN. There was a delay in implementing the law. I waswondering whether HEW's dislike of the law was the reason for thedelay in implementing it beyond the time originally specified by

Congress instead of 1977-78 to 1978-79?
Dr. LASHOF. I would like to refer that to Dr. Knouss. I was notpart of HEW at that time and don't know how the timetable was

worked out.
Dr. KNOUSS. Our interpretation of the statutory language because

of the fact that we forward fund capitation and have done so histori-
cally, was that the language as originally written applies to the 1978-79
academic year, notwithstanding the difficulty, given the nature of the
program.
That issue was challenged in a suit of Novick v. Califano in the

Federal district court in Philadelphia and in that decision it was found
in the Department's favor on the interpretation for 1978-79. We have
indeed proceeded as rapidly as we could to try to implement this.
Mr. WAXMAN. My real question is why was it necessary for a law-

suit to have been brought to have HEW implement what Congress
passed as a law whether you liked the law or not?
Dr. KNouss. It was not a matter of liking the law or not, it was a

matter that we had interpreted the statute to apply to those students
who would be enrolled in the 1978-79 academic year at the schools
under the apportionment of positions. We did indeed move as rapidly
as possible to implement the law and we did not, as it has been said,
drag our on this issue.
Mr. ROGERS. If the gentleman will yield I think also it was the

feeling that it was simply physically an impossibility because the tests
are only given in June and September and the August 15 identifications
gave too little leadtime. As the gentleman may recall, we put in an
amendment which extended that.
Dr. KNOUSS. Could I add to that? Recognizing the problem about

the expectation of students in terms of enrollment in the schools, we
devised the implementation of this program in such a way that the
schools would be encouraged to enroll these students voluntarily during
this academic year and we indeed will credit the schools for having
enrolled these students in the apportionment of positions.
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We are implementing the program that way and I believe 
a fair

number of the students we have identified have already been e
nrolled.

We will know that information within the next 2 weeks.
Mr. WAXMAN. I am pleased to hear the answer you have

 given

because the pervasive feeling I get from HEW and the medical
 schools

is they were very much against the provisions in the Health Ma
npower

Act, but it was the law.
It seemed to me a betrayal of the students. They were promised

 they

would be able to come back as third year medical students. I was
 very

concerned about that point.
Let me explore some of the underlying issues, Dr. Lashof. Does

 the

Government have the right to insist that the schools accept 
a quota

of less qualified applicants?
Dr. LASHOF. I doubt that there is a hard and fast rule. I will 

not

speak completely for the Department, but would give my own 
feelings

about this. I think I view that in a school, a medical school in pa
rticu-

lar, they are trying to meet a social need. We have manpower p
rob-

lems. We need to find a mechanism for the schools to work wi
th the

Government to meet those problems, and I myself feel that
 capita-

tion grants or the financial incentives to get a school to meet t
hem

is fair.
Now, the trouble with saying should we require them to accept 

less

qualified students is a broad one. It depends on how one in
terprets

"qualified." I think most medical schools will admit we are not 
terribly

good at determining qualified. Does that mean only an acade
mic

standing, only a grade point average, or qualified for what?

If we are qualifying students for many aspects of medical c
are,

we may be wanting to look at their social views, their ability to r
elate

with patients, their attitudes toward people in the health care deliv
ery

system; and those things may be just as poor.
We don't think anyone should graduate from medical school w

ho

cannot understand, comprehend and pass a good stiff curriculum
, so

that he goes out as a qualified physician.
Determining what is qualified on admission is somewhat 

tough.

I think one of the arguments one could have over the question 
of

whether the MOATS and the grade points should be the only stand
ard

is: For one for these students who have gotten into a school somew
here

and then managed to prove they can pass part one of the boa
rds,

who are we to say whether they are more or less qualified than s
ome

of the students that the school may have taken that have also pass
ed

them, especially if you look at the grades, they are tough.
Mr. WAXMAN. I think I understand the answer. The reason I as

ked

the question is that HEW has taken the position, as you say in y
our

written testimony 
Dr. LASHOF. I read everything else.
Mr. WAXMAN. "The provision involves the Federal Government i

n

the medical school admissions process by denying schools the 
right

to apply. academic qualifications criteria to such students, criter
ia

they use in evaluating all other applicants."
My question is, is this a consistent position by HEW? When 

HEW

insists on racial ethnic quotas for admission into medical sc
hools,

isn't that also insisting by the Federal Government on certain sta
nd-

ards to be applied? Isn't there an inconsistency with HEW sa
ying

in one case we can do that but in this case we can't?
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Dr. LASHOF. There may indeed be if we read that as completelydictating. I think there is a nuance between what this law reads atthe moment, if it is not amended, which specifically says they cannotapply any academic qualification, against saying on the other handthat we think there are things other than just academic qualificationsthat ought to be included. I really support that.
I don't think any school can use just academic and grade point asa solid basis without recognizing total social needs and other thingsthat qualify.
Mr. WAXMAN. So when you talk of qualifications of students comingback to the United States from Guadalajara we are not talking about

particularly unqualified students but students that could not be ac-cepted because of a limited number of spaces in the medical schoolswhen they applied.
Dr. LASHOF. I would agree with that.
Mr. ROGERS. Mr. Maguire.
Mr. MAGUIRE. Thank you, Mr. Chairman.
Dr. LASHOF, I wonder what your expectations are with respect towhat we will be talking about here after the 2-year program has

elapsed? Will we not at that point have students in foreign medical
schools who will say that they are being discriminated against because
of the advantages of students who preceded them by a year or two
and had gained entry to a modern medical school when they applied?

If so, what do you think will occur at that point?
Dr. LASHOF. I think you are right, any students abroad will argue

that. What you should do or we should do, I am not sure I have that
kind of crystal ball. We have simply undertaken a total manpower
study and hope to do that within the next year to try to answer those
questions.
I think there are difficult questions concerning the number of stu-

dents who want to be doctors versus the number of spots we have,
versus the number of physicians we think we need versus the cost
issue. All these issues need to be thoroughly analyzed and we plan to
undertake an indepth study of that issue this year and come up with
a rational policy.
There are very rough questions and I don't think we have the

answers off the top of our heads, least of all myself.
Mr. MAGUIRE. Dr. Kornfeld, am I right—I haven't reviewed all

this material and the attachments—am I right that the period in
which loans have to be paid back is limited to 10 years?
DT. KORNFELD. 15 years.
Mr. MAGUIRE. Is that enough time to stretch out payment schedules

to provide the flexibility that might be needed in the cases of indi-
vidual students?
Dr. KORNFELD. Yes, we think so at this point. As you will note in

the testimony, a student who takes the maximum loan, for example,
plus defers his interest will have a major financial obligation to pay
off and it is going to be a significant amount. It could run $50,000
or $60,000 if he defers his interest.
However, if that is spread out over a 15-year period, the amount

gets down to in the order of magnitude of $400 a month if you spread
it over 15 years and that appears to us a reasonable figure at that
point.
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Mr. MAGUIRE. Suppose somebody wanted to go into work
 in which

they really did not achieve anything like the average sa
lary of physi-

cians in this country?
Dr. KORNFELD. I think the bill does provide some 

forebearance if

there is some hardship that does exist after the studen
t graduates

and gets back into a repayment schedule. We have the sa
me problem

in a guaranteed student loan program where the stud
ent doesn't

borrow this kind of money, a significantly less amount, bu
t he has a

smaller potential for repayment.
Our position there is also to work out situations which 

relieve that

student who has a particular hardship.
Mr. MAGUIRE. Thank you, Mr. Chairman.
Mr. ROGERS. Thank you.
I think you have presented the position of the Depart

ment very

clearly. We are grateful to you for being here and we may c
all on you

as we write the bill. We hope to do it this afternoon.
Thank you for your presence here.
Our next witness will be Dr. Ivan L. Bennett, Jr., dean

 of the

New York University School of Medicine and chairman
 of the

executive council, Association of American Medical College
s.

He is accompanied by Dr. John Cooper, president of the 
Associa-

tion of American Colleges.
We welcome you. Your statement will be made a part

 of the

record at this point and you may proceed as you desire.

STATEMENT OF NAN L BENNETT, JR., M.D., CHAIRMAN, EXE
CU-

TIVE COUNCIL, ASSOCIATION OF AMERICAN MEDICAL COLLEGES
,

ACCOMPANIED BY JOHN A. D. COOPER, M.D., PRESIDENT

Dr. BENNETT. I would like to summarize my statement.
To begin with throughout the statement the strong support of t

he

association for this bill that is under consideration is reiterated.
 We

make five suggestions for minor changes that are intended to clari
fy

and make explicit certain provisions in the bill and I have availab
le

language for these changes.
Mr. ROGERS. I think that would be helpful if you would furni

sh

the committee that language so it may be considered.
Dr. BENNETT. The main purposes of these changes are first to make

sure that the percentage calculations will take into considerati
on

attrition during the first 2 years and to make sure that, as is 
true

in the present legislation, that students in certain unaccredited

medical schools in Puerto Rico are specifically excluded.
We also recommend a change in language to give credit for t

he

very large enrollments of students from the USFMS pool this year 
is

taken into consideration as possible credit and finally, we sug
gest

that there should be an explicit sunset clause in the legislation itself.

We are well aware of the fact the report language for the prese
nt

bill emphasizes the intent that the provision not be continued 
but,

we would suggest that perhaps this can be made explicit in the legis
-

lation.
Two points we wish to comment on are first the suggestion of a

study by the Secretary. We believe that this is a very complicated

problem, it deserves study and the association will cooperate to the

fullest in any such study.
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Finally, we have comments about the suggested changes in theguaranteed loan bill. We believe that at least for the time beingthat the authorization of the increase of interest up to 12 percentis more likely to attract the interest of the banking community,which is the real problem in this whole program.On the other hand, I have attached a preliminary report from anAAMC task force studying this problem. Probably after the first ofthe year they will have an alternative which will require a greatdeal of refinement, it would require hearings because it involves thepossibility of an interest subsidy.
I would simply say we support the present change.We do hope in some future session there will be time to look atthis alternative we are putting together with the help of the bankingcommunity.
I would like to thank the subcommittee for its willingness toconsider a modification in the present legislation. I am sure thatmost of the medical schools in the country will cooperate in goodfaith in doing all they can to see to it that all qualified individualswho have been studying medicine abroad are given an opportunityto complete their medical education in this country.Mr. ROGERS. Thank you very much.
[Testimony resumes on p. 65.]
[Dr. Bennett's prepared statement and attachments follow:]
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TESTIMONY OF THE ASSOCIATION OF AMERICAN MEDICAL COLLEGES
ON H.R. 9280

BEFORE THE SUBCOMMITTEE ON HEALTH AND THE ENVIRONMENT
OF THE

HOUSE INTERSTATE AND FOREIGN COMMERCE COMMITTEE
September 29, 1977

Mr. Chairman and members of the Subcommittee, I am Ivan L.

Bennett, Jr., M.D., Chairman of the Executive Council of the

Association of American Medical Colleges (AAMC) and Dean of the

New York University School of Medicine. I am accompanied by

John A. D. Cooper, M.D., President of the Association. I will

dispense with the usual formalities of describing the Association

and its interest in this matter since by now you are well acquainted

with the AAMC.

The Association is pleased to have this opportunity to testify

during the Subcommittee's consideration of H.R. 9280, a bill to

amend P.L. 94-484. Three parts of this bill are of direct concern

to the Association: a revision of section 771(b) (3) of the Public

Health Service Act, the medical school capitation condition involving

United States foreign medical students; authorization for a DHEW

study of the problems caused by the practice of U.S. citizens

studying medicine abroad; and a revision of the new federally-

insured loan program for health professions students.

The Association appreciates the Subcommittee's willingness to

consider amending section 771(b)(3) and sees in H.R. 9280 a solution

to the problems posed by this section. The Association strongly

supports legislation which removes the restrictions on the
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traditional academic prerogatives of defining the criteria to

be used in selecting students. I believe that most medical school

will act in good faith to accept all deserving U.S. citizens

interested in transferring from foreign medical schools under

H.R. 9280. I cannot, of course, guarantee unanimity. In fact,

a few schools continue to hold that the limited size of the pool

of students available for admission to advanced standing will

restrict their ability to apply their admissions criteria and that

the only remedy is complete repeal of the requirement.

While in no way compromising the AAMC's support of the USFMS

section of H.R. 9280, we would suggest for consideration five

minor changes which we believe are reasonable and do not alter the

structure and intent of the proposed legislation.

First, the bill does not provide any relief for a school which

acts vigorously to increase its third-year enrollment but, because

of insufficient application from eligible students or too few

acceptances by those offered admission, falls a few students short

of meeting the required increase. While the figure of six percent

is not expected to produce this result, the possibility still

exists because the size of the pool of eligible students is so

difficult to estimate. The AAMC, therefore, recommends the inclusion

of a provision to meet this contingency by permitting the Secretary

of DHEW to grant partial waivers in those instances where he

determines that despite a best effort on the part of an institution,
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there was a shortfall of applications or that accepted transfer

students decided to enroll elsewhere, occurrences over which schools

will have absolutely no control. '

Second, H.R. 9280 would require the schools both to increase

third-year enrollment by six percent and to replace second-year

attrition and students who did not progress normally to the third

year. The latter is a problem for those schools with a flexible

curriculum in which students may spend three years between admission

and entrance to the third year. We feel that the necessity to

replace these students under H.R. 9280 is neither equitable nor

relevant to a determination of how many places should be made avail-

able for transfer students in the third-year class. A simple change

in wording would accomplish this purpose, and the Association would

be happy to provide the Committee with such language.

Third, the Association is very concerned about the impact that

H.R. 9280 might have on students in three unaccredited U.S. medical

schools located in Puerto Rico. We estimate that currently these

schools together enroll about 550 students in each class. These

schools have been considered by the accrediting agency, the Liaison

Committee on Medical Education (LCME), and do not qualify for even

preliminary recognition in the form of a letter of reasonable

assurance (LRA) of future accreditation. That is to say, these

schools did not meet even the minimal LCME standards and there is

no indication that they will be able to do so in the foreseeable
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future. We would hope that Congress would do nothing to encourage

students to attend these schools and would, by legislative language,

exclude these students from inclusion in the pool available for

the third-year enrollment increase. I would emphasize that under

section 771(b)(3), as enacted by P.L. 94-484, students at these

schools were not eligible for identification because Puerto Rico

is part of the United States for purposes of Title VII of the Public

Health Service Act. Therefore, we would urge that subparagraph (C)(i).-
exclude these students previously enrolled in a medical school in

a State that is not accredited by the body or bodies approved for

such purposes by the Commissioner of Education.

Fourth, H.R. 9280 does not credit medical schools for the

voluntary enrollment in the current 1977-78 school year of U.S.

students enrolled in a foreign medical school before October 12, 1976.

According to the still incomplete results of a survey we have under-

taken, information received from 64 medical schools indicates that

out of 120, 45 U.S. medical schools enrolled 458 students to advanced

standing in the 1977-78 acadetnic year. Of these, 305 were U.S.

students in foreign medical schools who meet the eligibility

criteria of H.R. 9280, 141 were transfers from U.S. schools with

two-year programs. The other 12 were U.S. students transferring

from foreign medical schools who did not meet the technical criteria

of H.R. 9280. Encouragedby DHEW's official program guidelines

issued with the FY '78 Application Forms for Capitation which stated

that schools would receive credit in their 1978-79 requirement for
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enrolling these students in 1977-78, large numbers of these

students were admitted for this current fall's registration.

If possible, Congress should find a way to reward the schools

which have made these efforts. Not do do so could be interpreted

as effectively penalizing the many schools which have already made

this "good faith" effort.

Finally, the Association is concerned about the lack of an

explicit sunset clause in the proposed legislation. We are confident

that, just as in P.L. 94-484, it is the intent of this Committee

that the proposed legislation provide a one-time solution to this

difficult problem of accommodating the large number of U.S. students

who have gone abroad for their medical education. Because of our

concern about the number of medical schools that have sprung up

in the Caribbean in response to this U.S. market, the Association

thinks that it is essential to include a sunset provision and at a

minimum to specifically reiterate the position on section 771(b) (3)

stated in last year's Conference Report of the Health Professions

Educational Assistance Act of 1976 (P.L. 94-484):

'It is not the conferees' intent, in including this

requirement, either to encourage or condone the practice

of U.S. citizens receiving their medical education in

foreign medical schools if such persons intend to

practice medicine in the United States. Rather, it is
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intended to remedy an unfortunate situation which

currently exists. . . . The Conferees intend that

this provision not be extended beyond the life of

the conference report and that individuals planning

a career in medicine become cognizant of this fact."

The importance of this restatement cannot be too strongly

emphasized. Since the enactment of P.L. 94-484, there has been a

virtual epidemic of new medical schools of dubious character

opening in the adjacent parts of the Western Hemisphere soliciting

matriculants from the United States under what may in some instances

be fraudulent inducements and claims. These enterprises hope to

prosper on the assumption of many prospective students that the

renewal of section 771(b)(3) is highly likely, and that under it

U.S. medical schools will continue to be forced to admit foreign

medical students to advanced standing as soon as they have completed

two years of education abroad.

In addition, I feel obligated to call to the attention of

the Committee that some schools believe that the provision in

H.R. 9280 denying capitation in the third year of the program to

schools that do not meet the capitation requirements for the first

two years of the bill is not essential to meeting the purpose of

Congress in trying to ameliorate the problems of U.S. students
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studying medicine abroad. The removal of this provision would

not impair the accomplishment of our mutual objectives and

would eliminate any possible interpretation of punitive intent.

The second part of H.R. 9280 which is of interest to the ALMC

is section 4, which directs the Secretary of DHEW to conduct a study

of the problems posed by United States citizens studying medicine

in foreign institutions. We strongly support this study and pledge

our fullest cooperation with it.

The third provision in H.R. 9280 on which I would like to

comment are the two amendments to the federally insured loans in

P.L. 94-484 for health professions students. Adequate financial

support for medical students is one of the most serious problems

facing medical education today. It hampers attempts to broaden the

socioeconomic base of the student body and provide more opportunities

for underrepresented minorities in medicine. From correspondence

and consultation with major banks in the United States, it seems

clear that the present interest rates do not make the existing

loan program attractive to them. The increase in the permissible

interest to 12 percent in H.R. 9280 will undoubtedly attract more

money from the private sector and for this reason is certainly

desirable. The provision for deferral of interest rates until the

student completes his residency is also a real advantage because

the many students who must borrow to finance their education would

find it difficult to make even interest payments during this period.
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We are, however, deeply concsrned about the large repayments

required under loan programs with high interest rates and their

effects on attempts to encourage thysicians into underserved areas

and primary care specialties wher incomes are less than for sub-

specialists in more attractive prIctice locations. We have

attached to our written statement an estimate of the costs for a

student borrowing $40,000 under tie provisions of the amendment.

If interest was deferred until cc ipletion of a residency program,

over $180,000 would have to be re >aid during the first fifteen

years of a physician's career.

The AAMC has a Task Force or Student Financing considering

this long-range problem. They hEre recently released an interim

report, including a recommendatic t for a loan program to replace

the current federally-insured loEl program. I have appended to

my written statement a summary of the Task Force's findings.

Because this proposal involves irtlerest subsidies and needs further

refinement, we recognize that Cor,:jress would not act upon it without

hearings and extensive fact findiqg on the need for the program,

neither of which is practical at .this time. I hope, however, that

this proposal will be given sericus and full consideration when

the Congress reconvenes in Janualy.

Once again, I would like to reemphasize the Association's

appreciation of the Committee's % Lllingness to undertake this

revision of the USFMS provision. We strongly support legislation



61

to accomplish this purpose and are eager to continue to work

with this Subcommittee on resolving the problems that affect

physician manpower and health care delivery in this country.

Again, I wish to thank the Subcommittee for this opportunity to

testify and will attempt to answer any questions the members might

have at this time.
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COST EVALUATION
OF

FEDERALLY INSURED LOAN PROGRAM
FOR

HEALTH PROFESSIONS STUDENTS

Assumptions 

Interest: 12 percent

Repayment Period: 15 years

Undergraduate Medical Education: 4 years

Residency Training: 3 years

Grace period: 1 year

Total Amount Borrowed: $40,000 @ $10,000 per year for 4 years

Examples 

1. Student pays interest while in school, in residency, and during
grace period (8 years):

Monthly Repayment: $ 397

Annual Repayment: $ 5,676

Total Interest: $ 76,340

Total Repayment: $116,340

2. Interest accrued and compounded (6 months) while in school, in
residency, and during grace period (8 years):

Monthly Repayment: $ 1,116

Annual Repayment: $ 12,192

Total Interest: $142,880

Total Repayment: $182,880

NOTE: No loan insurance charge was included in these computations
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Association of American Medical Colleges

MODVOP LOAN.

A Program of Insured Loans for Students of
Medicine, Osteopathy, Dentistry, Veterinary Medicine,

Optometry, and Podiatry

The following program attempts to incorporate the more desirable
features of the new Federal Guaranteed Loan Program For Health Professions
Students and the existing Guaranteed Student Loan Program. The model
presented is based upon the assumption that it is difficult to justify
federal subsidies to underwrite the cost of medical education because of the

high expected earnings of physicians. At the same time it is quite clear

that as the price of attending medical school increases, it will be extremely

difficult for students to borrow to meet the cost of their education and pay

the interest while they are in school. The alternatives are either to accrue
and compound interest or to provide an in-school interest subsidy. The

AAMC Proposes a program which would provide an interest subsidy paid by the

federal government while the borrower is in school but limited to students

who can demonstrate financial need.

Briefly, the program as proposed would have the following characteristics:

1. To assure the availability of capital, there would be a government

guarantee to the lender.

2. Schools, financial institutions and states could be lenders under

the program. The Student Loan Marketing Association (SLMA) would

provide the source of funds either in the form of a forward commit-

ment or as a secondary market.

3. Such a program would parallel the present Guaranteed Student Loan

Program to ease administration and eliminate confusion.

4. Maximum debt for medical students would be $50,000 related to the

total cost of education. Borrowing could not exceed $10,000 in any

12-month period.

5. The interest rate would be the same as that under the existing

Guaranteed Student Loan Program including the special allowance

(which is an amount in addition to the student interest paid by

the federal government to the lender).

6. Student having a demonstrated financial need would qualify for a

federal subsidy of full interest while in school. Students without

demonstrated financial need who elected to borrow would pay full

interest from the point of disbursement. In both cases repayment
of principal would be deferred.
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7. Unlike the Guaranteed Student Loan Program, there would be no specialallowance subsidy during the repayment period.

8. The interest rate would be set annually as under the present GuaranteedStudent Loan Program.

9. Repayment of the loan for all borrowers would begin upon graduation
from medical school. During the years of residency when incomes arelow, there would be an optional repayment plan where payments would
be limited to 6.5% of the resident's stipend. Any interest due butnot paid in its entirety during the residency years would be accrued
and compounded.

10. There would be a fixed graduated repayment option offered to the
borrower. Also, the number of years in pay-out would be based upon
the size of the debt, e.g., a ten to fifteen year payout for debts
up to $15,000 and a twenty-year payout for debts in excess of
$15,000.

11. There could be provision for deferral of interest, which would be
accrued and compounded, for students engaged in advanced study
who do not have access to sufficient income to make the interest
payments.

12. There would be an insurance premium of up to 1% deducted from the loan
at the point of disbursement.

A simulation of the proposed loan program has been done. The simulation
provides profiles of both individual student loans and of total program costs.
The major parameters of the student loan simulation are listed below. Specific
assumptions are included with the simulation data.

1. The simulation was done for three populations:

1) 64,000 medical and osteopathic students
2) 42,000 students for all the other health professions
3) All 106,000 health professions students

2. Simulations are provided for interest rates of 8% and 9%.

3. Within each interest rate, total program costs were computed only
for a graduated repayment option. A linear method of graduating
repayments was used.

4. Within each interest rate, individual student loan profiles were
done for loans of $15,000, $30,000, and $50,000.
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Mr. ROGERS. I think your statement is 
most helpful and we will

look at the suggested amendments.
Mr. Carter?
Mr. CARTER. Thank you, Mr. Chairman.

I know that you state here that some P
uerto Rican schools don't

have acceptable standards and you wo
uld recommend that these

people not be included in this program, 
is that correct?

Dr. BENNETT. Yes, sir, as a matter of fa
ct there are three schools

in Puerto Rico at the present time that a
re not accredited. Under the

Public Health Act Puerto Rico is consid
ered as part of the United

States and in the existing legislation 
those schools were excluded

because they are the only unaccredited m
edical schools in the United

States under public health law.
The present bill as drafted does not exclu

de those simply because it

doesn't use the expression in a State, whi
ch under the Public Health

Act would exclude them.
Mr. CARTER. Do you ask that we exclude 

them?

Dr. BENNETT. Yes, we ask that you modif
y a couple of words that

will exclude them the way they are exclu
ded in present legislation.

Dr. COOPER. One of these schools has bee
n cited by the Postal

authorities for mail fraud. They still con
tinue to operate, however.

Mr. CARTER. The schools together have 55
0 students in each class,

that is quite a large number of classes.

Dr. BENNETT. They have been growing ve
ry rapidly there, and not

only there but the whole Caribbean.
Mr. CARTER. Almost a Guadalajara.

Do you think the interest will have to go t
o 12 percent?

Dr. BENNETT. As you heard the intent i
s to implement it at 10

percent but, as I understand the legisla
tion, it would authorize them

to go as high as 12 percent. The basic di
fficulty is the banking com-

munity doesn't regard this as an approp
riate investment so it is not

attractive to them and does't furnish the 
access to the private capital

market as it was intended to do.
Mr. CARTER. Even though it is a guarant

eed loan?

Dr. BENNETT. Well, sir, I can only tell you
 what bankers have told

us. If they have to retail these as individual 
loans rather than wholesale

them, realizing that loans are for a period 
of 15 years, and the interest

rate that they think they can earn, they b
elieve there is a better way

of investing their money.
Mr. CARTER. I guess that would be righ

t-12 percent of $40,000

for 15 years, though, is a considerable amo
unt of money.

Dr. BENNETT. Yes, sir, and I have atta
ched an estimate of the

repayment. If an individual borrowed 
$40,000, the interest were

deferred and he paid it back over 15 year
s, he would pay back a total

of $182,000.
Mr. CARTER. Thank you, Mr. Chairman.

Mr. ROGERS. Mr. Waxman.
Mr. WAXMAN. Some medical schools claim 

capitation programs in

the present law and the proposals we are c
onsidering today will over-

enroll the American schools and affect th
e quality of an American

medical education. Do you think that fea
r is justified?

Dr. BENNETT. I think it is a marginal fear
. I base that on the fact

last year almost 500 students falling into 
this category were volun-

tarily enrolled and we have reason to believe o
n the basis of an uncom-
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pleted survey that even more than that many students are enrolledthis year.
There are indications from this pool that once students are enrolledand given a little remedial or enrichment training they can completethe work acceptably. The problem is the inability to identify the sizeof this pool. That is because we can't extract from Guadalajara andplaces like that the number of students to enable us to do this exactly.They are under no obligation to supply the association or anyoneelse the numbers we would like to have. It is because of some realworry about what the size of this pool will be that that possibility youreferred to is mentioned from time to time.
Mr. WAXMAN. But you think the proposal being offered by Con-gressman Rogers that will solve the problem by allowing the schoolsdiscretion?
Dr. BENNETT. I think it will offer the opportunity to those studentswhose hopes have been raised by this legislation to have a fair chanceto complete their education in an American medical school. I thinkalso, as mentioned in testimony by the Department, it makes eachschool responsible for what it can do rather than taking the overflowfrom schools that decided not to participate. It does remove thepossibility that one will overcrowd facilities because you have toapportion the whole pool among whatever schools accept capitation.Dr. COOPER. There are some schools that don't have the facilitiesand clinical resources to take on large numbers of students. We havejust taken two schools off probation. One was put on probation becauseit had inadequate resources to handle the students presently enrolled.In cases where the academic quality of the program would be com-promised, a waiver is possible.
There will be schools that cannot accept these students.Dr. BENNETT. Rutgers is a specific example which, for a numberof years, has taken more students in the first 2 years than it has clinicalfacilities to complete their training. Some students have to transfer toother schools. We transfer a fair number of these students to my owninstitution.
Mr. WAXMAN. You think, if this bill becomes law and the transferis successful for third year students, that we might contemplate makingit a permanent program instead of a short lived 2-year program?Dr. BENNETT. I would hope not. That is why we think there shouldbe a specific sunset clause. The report language for the present billcertainly declares the intent of Congress that this be a, so to speak,one shot affair. I believe the importance of the suggestion in thisnew bill that there be a thorough going study by the Secretary willenable us perhaps a year from now to discuss this on the basis of agreat deal more information.
What I have in mind is this, is part and parcel of the problem ofdistribution of physicians in underserved areas, part and parcel of thespecial distribution problem, part and parcel of the problem of equaleducational opportunities and a variety of other things I think haveto be considered in concert if we really are going to come up with ahealth manpower policy for this country. I won't go into the details,although it was mentioned what the implication is if we continueto expand the supply of physicians in terms of cost of medical care inthis country.
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I don't know what the right numbers are but we 
can't have it both

ways. I believe this needs to be submitted to th
e sort of study sug-

gested in this bill and I can assure you that the
 association will co-

operate to the fullest in such a study.
Mr. WAXMAN. How ironic that the health manpo

wer bill originally

tried to provide society with more doctors because we have. a

shortage, now you are suggesting that the healt
h capitation restrict

the doctors in our society.
Dr. BENNETT. I don't say that at all. I am saying 

we should set out

to achieve what we set out to achieve in this co
untry. The number of

medical schools have increased by about 50 perc
ent and that has come

about because of the health manpower bills and w
e should evaluate

whether that should be the purpose in the future.

MT. ROGERS. Mr. Maguire.
Mr. MAGUIRE. Thank you, Mr. Chairman.

On top of page 7 of your statement, you are sugge
sting at the bottom

of page 6 a provision that capitation be eliminated
 in the third year of

the legislation if the requirements of the legislat
ion have not been

achieved in the first 2 years.
You are suggesting that we do that and you are 

saying the removal

of this provision would not impair the accomplish
ment of our mutual

objectives.
I am wondering how you can be so confident tha

t if the stick were

removed, we would still get the job done?
Dr. BENNETT. I think if the purpose of the legis

lation is indeed to

provide as many places as possible for these i
ndividuals to transfer

into—that the failure of the school to particip
ate in the first year

should not preclude its ability if it plans to parti
cipate in later years.

There will be that many more places.
Mr. MAGUIRE. This is only a 2-year bill.

Dr. BENNETT. Excuse me, I should have said i
n the second and

third year because the first year has gone by. The
 point I am making

is there may be some schools that would not pa
rticipate in the first

of the 2 years that might in the second year. T
his bill says if they

don't participate in the first of the 2 years, they
 won't be allowed to

participate in the second.
What I am saying is, taken all together, that 

that particular pro-

vision is not really essential and it is not one of our
 five recommenda-

tions.
I simply call this situation to the attention o

f the subcommittee

because it can be interpreted as being punitive.
 I would like to see

legislation passed that won't come under critici
sm because it is alleged

to be punitive and encroaching on academic rights
.

I have to tell you that is a kind of political 
suggestion which I

probably have no business making to the subco
mmittee.

Mr. ROGERS. We are used to that.
Mr. MAGUIRE. Which of your suggestions did you

 feel you had no

business making?
Dr. BENNETT. I think that in view of the hue and

 cry over existing

legislation among the academic institutions t
hat some of our sug-

gestions are intended to tailor that language so 
as not to impair the

purposes of the bill, but make it acceptable in 
pharaseology to the

quite concerned academic community that will 
have to implement it.
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Mr. MAGUIRE. We are familiar with that particular problem here.I know you didn't emphasize this point in your oral presentation.Dr. BENNETT. It is not one of the five actual changes that theassociation recommends. I think it is something I would like to seethe subcommittee make a decision on.
Mr. MAGUIRE. I think one would be hard pressed to sustain theargument that we are going to get the same results if there are nonegative consequences for failing to achieve those desired results.Dr. BENNETT. Mr. Maguire, I think you should understand whatI am saying. Let's say there are five schools that decided that theywill not participate in the first year but will in the second year. Thisbill says, well, they can't participate in the second year. That meansthere are five sets of slots under a 2-year program that will not beavailable.
So, in a sense, if a school should decide not to participate in thefirst year and automatically can't participate in the second year, thereare going to be that many fewer places available for transfer. That iswhat I am saying.
Mr. MAGUIRE. I think we can pursue this in another context.On page 3, you indicate your concern with the requirement thatsecond year attrition be subject to the substitution of medical studentsfrom abroad and you say there is a problem with some schools thathave 3 years instead of 2, or may have 3 years instead of 2 leading upto the clinical.
Dr. COOPER. For some students.
Mr. MAGUIRE. You say a simple change in wording would dosomething here. I take it you are not suggesting that schools in thatsituation should be relieved from the obligation to substitute in, areyou or are you? You say it has to be technically applied so we don'tget caught.
Dr. BENNETT. If a school has a first year enrollment of 100, theywould expect to add 6 students in the second year as described here.Dr. COOPER. I think the problem comes from the fact we havemany programs, and as Dr. Lashof says, we use a variety of criteriafor selecting students for admission into medical schools.If you have a student entering the second year but he takes 2 yearsto get to the third year, then this bill calls for the 6 students increaseto be over those that entered the second year class. That studentthen would have to be replaced even though the school has in thissituation an anged this program to accomodate these kinds of studentscognizance is taken that some of the students will not progress nor-mally and the class size is adjusted to that.
What we are asking is that the required increase be based on thenumber of students leaving the second year to enter the third year.We don't think schools should be penalized for accommodatingstudents that do not make it normally in the school.
Mr. MAGUIRE. Suppose it were dropped out of the proposal?Dr. BENNETT. It would not change the 6 percent entering the class.Mr. MAGUIRE. You are saying let's have the 6-percent foreign?DT. BENNETT. Yes.
Dr. COOPER. He would not be replaced in the third year if he didnot go from the second to the third year.
Mr. MAGUIRE. The bill calls for 6 percent plus whatever attritionalong the way. You are saying wipe out the stuff about attrition andstick with the 6 percent, is that your proposal?
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Dr. BENNETT. Most of the attrition occurs in th
e first year. There

is only 15 -percent attrition in medical schoo
ls in the United States.

Most attrition will not be affected by the change 
we are recommending

because it is taken account of in the present 
amendment which is

offered.
It is only those students which are not progress

ing that it would

take into account and, therefore, not penalize sch
ools, as I said, that

have taken special efforts to accommodate this gr
oup of students.

Mr. MAGUIRE. It is hard, from what you have said 
in your state-

ment, for me to figure out what you want to do. Do
 you have specific

language?
Dr. BENNETT. Yes, we do.
Mr. MAGUIRE. Then we will have to look at that.

Mr. ROGERS. Mr. Scheuer, any questions?
Mr. SCHEUER. I am sorry I came late.
Let me say I am interested in the 1%-percent attr

ition. That must

indicate that you are only taking the absolute sure
-shot winners and

you are not taking any risks at all. It seems to me th
at there must be

a pool of people just under that who might have i
ncurred, if they had

gained entry into medical schools, 3-percent attritio
n rate, twice the

attrition rate, four times the attrition rate, even a
 6-percent attrition

rate, which is a pretty cost effective way of educati
ng people in our

education system.
I can't help thinking a 1%-percent attrition rate in

dicates it is too

tight a system and an awful lot of people who coul
d have made it,

who would have been next in line are not getting a 
chance to get a

medical education.
I am not saying that to be pointing the finger of bla

me at anybody

this morning. I think it is society's fault and I think 
that figure is a

challenge to this committee.
Dr. COOPER. Except in order to accommodate an add

itional group

of students, which there are and we have said publicly
 on a number

of occasions, there are students not accepted in medic
al schools that

could probably qualify and pass the course, no questio
n.

The real question comes in the earlier discussion both by
 Dr. Lashof

and Dr. Bennett, how many physicians do we want to 
produce?

Dr. BENNETT. I would like to say you are right, the 
system is too

tight. You can decide whether it is because there aren't 
enough places

in medical schools or too many applicants, but the syste
m is too tight.

Mr. SCHEUER. Maybe we have to redefine what it mea
ns to play

a role in the health services system. I don't say everyo
ne of those

people who may be qualified but are not accepted have to 
make $75,000

or $100,000 a year and have to be the trigger where 
society spends

$300,000 a year for every doctor or whatever the figur
e is.

Once there is a doctor, you can be sure society spends ab
out $250,000

or $300,000 for services provided by him and it is almo
st guaranteed

that he can generate his own demand for such services.

I don't say every physician has to make $75,000 or $10
0,000 a year.

If we are going to recast the health service system the 
way I think

we should, if we get a way from tertiary health care, t
owards ambu-

latory care and neighborhood counseling, maybe many 
will end .up

as physician extenders working in the neighborhoo
d, counseling

people, working in factories, trying to help people 
modify their

behavior in smoking, diet, drugs, alcohol, involvemen
t in violent
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situations and maybe they will be satisfied, a lot of them, to make$25,000 or $30,000 a year.
They may, if we can work out a system for them, get into thepreventive end of the health spectrum. They should not trigger$300,000 apiece in sickness cure expenditures. Each of those $30,000investment, however, may cause a sizable reduction in sicknessexpenditures. I hope this committee will give some thought alongthat line.
Dr. BENNETT. I believe the study whould address itself to generalhealth power.
Mr. ROGERS. Can you tell me how many foreign medical studentswere licensed to practice medicine this year?
Dr. COOPER. I am sorry, we don't have that number. It is a sub-stantial number.
Mr. ROGERS. What about the year before? What are the latestfigures we have?
Dr. COOPER. It was about one-third of all those licensed to practice—one-third to one-half.
Mr. SCHEUER. It would be interesting to know how many newlawyers are supported by each new doctor in this country.Dr. BENNETT. It is well known the country has a full employmentsituation for lawyers.
Mr. ROGERS. Dr. Carter.
Mr. CARTER. I thank the gentleman for yielding.
If they borrow the money, as many do, and pay it back after theresidency, how much would he owe?
Dr. BENNETT. According to this calculation 
Mr. CARTER. It would be about $68,500?
Dr. BENNETT. I believe SO.
Mr. CARTER. You talk about limiting what he makes. We have tothink of many other things. Do you have an estimate of the numberof medical schools likely to apply for a waiver of the enrollmentincrease requirements?
Dr. BENNETT. I can't give you that estimate, but Dr. Knouss isprobably in a better position to give you that estimate of how manyschools would apply for a waiver.
Mr. Knouss, what would be your estimates?
Dr. KNouss. We estimate 20 to 30 schools that will be requestinga waiver. It may be substantially more than that.
Mr. CARTER. How many do you expect will refuse to participatein the program?
Dr. COOPER. I like to clarify. Those are the ones that would applyfor waiver under current law, not under H.R. 9280. I think there willbe far fewer applying for waiver under H.R. 9280. I think relativelyfew schools will not participate.
Mr. CARTER. You think some will not?
Dr. COOPER. Some cannot, they will apply for a waiver, but I thinksome will not participate.
Mr. CARTER. How many third year transfer medical students arefrom the Cotrans program?
Dr. COOPER. We have the data, sir, on page 4. In 1978—in the1977-78 academic year the information we have received from 64schools out of 120 they have enrolled 458 students of advance standing;of that number 305 were U.S. foreign medical students who meet the
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requirements of the present H.R. 9280 and the requ
irements of the

present bill, 141 transferred from 2 year schools and t
he others

transferred from foreign medical schools not meeting the 
requirements.

Mr. CARTER. What is your association's position on the 
bill's

mandatory third-year enrollment increase, whether it be 5
, 10, or 6

percent?
Dr. BENNETT. What is my impression of the policy impl

ications?

Mr. CARTER. Yes. What is your position on the policy imp
lications

of a mandatory third-year enrollment increase?
Dr. BENNETT. We believe that type of mandate is better a

nd will

accomplish the purposes and we base that on the fact that
 for prior

manpower health bills there was a mandated increase in class
 to which

the schools responded.
Here it is changed from the second- or third-year class to d

raw from

the individuals who have been given every reason to b
elieve they

will have the opportunity to complete their medical educati
on in this

country.
With the sunset clause they will be given equity and that 

purpose

will be accomplished and we will address ourselves to this stu
dy that

is related to this and other problems.
Mr. CARTER. What information do you have on the tra

ining

programs of other foreign medical schools?
Dr. COOPER. None.
Dr. BENNETT. We have no specific information but I wo

uld be

glad to generalize and say in the vast majority of instances the
y don't

approach the quality of schools in this country.
Mr. CARTER. What about Canadian schools?
Dr. BENNETT. They are practically American schools, accre

dited

by the same system.
Mr. CARTER. What about English schools, schools in Germany

 and

those areas?
Dr. BENNETT. Those schools you are referring to are schools w

hich

at the present time by and large exclude Americans from enro
llment.

Mr. CARTER. How indicative of a good education is the fact tha
t a,

student can pass part one of the Medical Board of Examiner
s' exa-

mination?
Dr. COOPER. It doesn't substitute for all the other measurem

ents

of quality we have in this country which go to evaluation of ind
ividual

courses, letters of recommendation from faculty members th
at one

learns to rely on, interviews, so it is only one single snapshot
 of a

student rather than the extensive data we have on the studen
ts that

are enrolled in our schools.
Mr. CARTER. This is my last question. What is your view of 

the

affirmative action program?
Dr. BENNETT. My view is that the attempts to expand mi

nority

enrollment in medical schools have been successful.
Mr. CARTER. Do you support affirmative action programs for

minorities?
Dr. BENNETT. I certainly do support it, yes, Sir.
Mr. CARTER. Thank you.
Dr. COOPER. In 1974, 39.6 percent of all new licensees w

ere from

foreign medical graduates. That does not include Canadian sin
ce they

are accredited by us and we consider them the same.
Mr. ROGERS. How many U.S. citizens?
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Dr. COOPER. I am sorry, we don't have that. It is very few of thistotal pool. This comes out around 16,000 total new licensees and theproblem is that it doesn't break it down into U.S. citizens and non-U.S. citizens, but the number of U.S. citizens compared to the FNG'sbefore the enactment, that may change with this manpower bill.Most of the licensees were FNG's.
Dr. LASHOF. In 1974 the figure was 6,000 foreign medical graduatesof which only 286 were U.S. born.
Mr. ROGERS. That is the latest figure I suppose we have.We will place that in the record without objection.
[The material referred to follows:]

NEW LICENTIATES REPRESENTING ADDITIONS TO THE MEDICAL PROFESSION,
BY COUNTRY OF GRADUATION: 1966-74

Year

Foreign
Foreign medical graduates medical

United States   graduates asTotal and Canadian Total U.S.-born percent of total

1966 8,851 7,217 1,634 252 18.51967 _  9,424 7, 267 2, 157 279 22.91968 9,766 7,581 2,185 235 22.41969_  9,978 7,671 2,307 179 23.11970 11,032 8,016 3,016 198 27.31971_  12,257 7,943 4,314 210 35.21972_  14,476 7,815 6,661 240 46.01973' 16,689 9,270 7,419 299 44.51974'___16,706 10,093 6,613 286 39.6

. Telecom with AMA, January 1976.
Source: "Medical Licensure Statistics for 1972," Council on Medical Education of the American Medical Association,Sept. 1, 1974.

Mr. ROGERS. Thank you so much, we are grateful to you for beinghere and for setting forth the position of the AAMC and we also ap-preciate the cooperation, Dr. Bennett, that you and Dr. Cooper haveextended.
Thank you for your presence.
Our last witness this morning is Dr. Robert Braun on behalf of

the California Concerned Parents Association.
We welcome you. You may proceed as you wish.

STATEMENT OF ROBERT BRAUN, M.D., ON BEHALF OF THE
CALIFORNIA CONCERNED PARENTS ASSOCIATION

Dr. BRAUN. Mr. Chairman and members of the subcommittee, I am
pleased to present testimony this morning on behalf of the California
Concerned Parents Association and others interested in the fate of
those sections of Public Law 94-484 that deal with the return of
Americans from foreign medical schools.
We offer the following comments on H.R. 8519 and H.R. 9280.
In addition, I am a graduate of Guadalajara and presently in my

second year of residence in Los Angeles County and licensed to prac-
tice medicine in the State of California.
H.R. 8519 would have permitted U.S. medical schools to fill their

transfer quotas from almost any source including alien medical
students and graduates totally abrogating the legislative intent of
Public Law 94-484 and the problem of Americans in foreign medical
schools which it sought to solve.
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This latest revision is an improvement over H.R. 85
19 in that it

once again is specifically aimed at the transfer of U.S. 
citizens to U.S.

medical schools from foreign medical schools, per 
legislative intent

of Public Law 94-484.
The question of augmenting U.S. medical school e

nrollments is an

issue which should be addressed separately and not tied
 to what we

see as a totally distinct and different issue. This is no
t solving the

problem, but only creating an uneven trade-off pitting
 citizen against

citizen, American against American, under less than
 equal circum-

stances.
As with H.R. 8519, we also raise the objection with th

is measure

that nowhere in the language of H.R. 9280 is there 
contained a re-

quirement that the U.S. schools must indeed admit
 that specified

number of students for which assurances have been gi
ven. It would

appear to us to be all too easy for some medical scho
ols to establish

as H.R. 8519 now reads, such highly structured admissi
ons programs

that few if any Americans from foreign medical scho
ols could be

seriously considered. These schools could then predict
ably go back

to HEW saying "well, we really tried to fill out our quota
s, but there

just were not enough students who met our criteria."

Which brings us to the next point that while we do no
t oppose the

imposition of admission criteria by the medical schools
 for the trans-

fer of students, we do oppose the imposition of unreal
istic and un-

reasonable standards, especially if those standards wer
e to be more

stringent than those which allowed admission to that
 school of the

lowest ranked first-year student in that third-year class t
o which the

positions are being added.
It should be remembered that by medical educator's own 

admissions

at least 50 percent of those rejected in recent years for me
dical school

admissions were not rejected because of lack of qua
lifications, but

because of lack of space in a vast majority of the instances.

Such an unrealistic and unreasonable standard to impo
se, for ex-

ample, would be a requirement with regard to place o
f residency.

Public Law 94-484 specifically prohibits using place of res
idency as an

admissions requirement. We would request that such a
 prohibition

be continued in any amendment.
Thus, each student has an equal opportunity to comp

ete for ad-

mission, and each State or school shares equally in their
 education.

Conspicuous by its absence in H.R. 9280 is any me
ntion of the

HEW administered eligibility process contained in Public La
w 94-484

which at least received lip service in H.R. 8519. While
 no doubt

fraught with many bureaucratic difficulties, the original
 eligibility

concept did provide the following benefits.
First, it recognized the problem as nationwide in scope

, broader

than just one school or state; second, it provided a me
ans by which

the burden of the solution was shared by the majority of
 schools and

States; and third, it provided a common national y
ardstick—Na-

tional Boards Medical Exam Part I against which to 
measure eligi-

bility, thus, assuring students of an equal opportunity 
to compete

nationwide for admissions as well as providing a single 
basic known

understood and accepted standard of performance rat
her than the

unknowns of personality, geography, nationality, indiv
idual medical

schools.
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If some vestiges of the original eligibility concept cannot be re-tained, we would request at the very least that some provision for aclearing house type of operation be set up, so that students may beapprised of any or all schools, still seeking to fill openings created bythis bill.
This would serve to eliminate the potential flood of paper caused byevery student applying to every medical school just so that he or shemakes sure that that one school is not missed.
We would urge that the last word of paragraph "B" be changedfrom "less" to 'greater." Let's maximize the opportunities, not limitthem. After all, this is only a 2-year, one-time effort.
We have a question regarding wording and/or interpretation of"in such year" in paragraph C, number ii.
Does such year" refer back to the immediate antecedent phrase—"full time second year students . . ." If so, does that not have theeffect of limiting eligible students to only those in the second yearof a foreign medical school, and eliminating third or fourth yearstudents from eligibility?
We would urge, if such is the case, a return to the wording ofPublic Law 94-484 regarding "completion of 2 years of medicalschool" which would permit third and fourth year students to beconsidered as well.
Again, let's maximize opportunities, not limit them.Mr. ROGERS. Thank you very much, Dr. Braun, for a very helpfulstatement. We will look at your suggestions and particularly thequestions you have raised about the language.
Mr. Waxman.
Mr. WAXMAN. Thank you, Mr. Chairman.
I also appreciate the testimony you have given us and you haveraised some important questions I would want to see answered.This bill eliminates any infringement on academic freedom in allow-ing medical schools to admit people based on the qualifications theyset. In the third year they can look at a pool of Guadalajara studentswho could meet these standards. As long as that pool will bring inthose students to fulfill the promise we made when we adopted thehealth manpower legislation it seems that is the goal we have to makesure is met. If some of those points you raise are going to be obstaclesto meeting that goal, then I think we ought to have a full explanationof them to See whether they are justified or not.
I thank you for bringing these points to our attention.Mr. ROGERS. Thank you.
We are grateful to you for making the effort to be here before thesubcommittee.
I believe that completes the witness list. The committee will meetat 2 to take action on the bill.
The subcommittee stands adjourned.
[The following letter and statement were received for the record:]
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AMERICAN MEDICAL ASSOCIATION

535 NORTH DEARBORN STREET • CHICAGO. ILLINOIS 60610 • PHONE (312) 751•6000 • TWO 910-221 0300

September 28, 1977

Honorable Paul G. Rogers
House of Representatives
Rayburn House Office Building
Room 2407
Washington, D. C. 20515

Dear Congressman Rogers:

We understand that your Subcommittee plans immediate hearings

on H.R. 9280, a bill which would modify existing provisions in the

manpower law relating Co the return of U. S. medical students who

had studied in foreign medical schools. That bill was introduced

only last Friday, and is still not generally available.

The current law contains a provision attaching certain

conditions that the U. S. medical school must meet in order to be

eligible for capitation grants. That provision, which has come

under widespread criticism, was-included in the final bill which

became law but was not the subject of public hearings. A recent

proposal, H. R. 8519, aimed at rectifying the inappropriate provi-

sions, was withdrawn from scheduled hearings after it, too, received

criticism.

We undenk-and that H.R. 9280 will now be the subject of

hearings on Thursday morning, September 29th and will be marked up

later that same day. However, the bill has not even been generally

accessible for review. Accordingly, we feel impelled to express

our view that the hearing schedule being given to this important

measure is not consonant with appropriate notice procedures.

We are hopeful that legislatively created problems with

respect to this subject matter affecting U. S. medical students

could be avoided. The chances that problems could be avoided

would be greatly increased if adequate notice of hearing on

specific legislation was provided after the legislation becomes

available.

Sincerely,

/57

James H. Sammons, M. D.
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Testimony of Frederick J. Ramsay, Ph.D.
Associate Dean and Director

Office of Governmental Liaison
University of Maryland, School of Medicine

Mr. Chairman, members of the Committee, I am Frederick Ramsay,

Associate Dean and Director of the Office of Governmental Liaison at the

University of Maryland, School of Medicine. I am here today to bring to

your attention what we perceive to be a rather striking inequity in H.R. 8519.

I might add, as a preamble, that my school was an active supporter and par-

ticipant in the formulation of P.L. 94-484 and while we were not in agreement

with the way in which subsection 771(b)(3) was drawn and the requirements it

placed on schools, we were prepared to meet its mandate. We could do so for

two reasons.

As a state school we are perhaps somewhat more sensitive to the

effects the interplay of government and academia can produce and the pressing

need to solve apparent constituent problems with legislation which prescribes

academic policy. (We usually don't like it but we understand it.) In addition,

my school recognized early on the problem this subsection sought to solve and

had already taken steps to remedy it. To be specific, we began in 1973 to

accept transfers into our third year (particularly Maryland residents) who

were studying abroad. In our first year of this program, 1973-74, we accepted

two students. This small pilot study revealed that students trained outside our

system could satisfactorily compete with students who were regularly admitted to

the class, but they did require some sort of preclinical training. The following

year we mounted an intensive short course in Physical Diagnosis and the Behavioral

Sciences and accepted 10 transfers. In the succeeding years (1975-76, 1976-77,

1977-78) we accepted 12, 14 and 12 respectively. In every case since that first
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small experiment we discovered that with the preclinical course, students so

accepted would compete on parity with our regular students in both the under-

graduate curriculum and for residency training positions. I might add the

applicant pool far exceeded our ability to accept. But if we insisted on

passage of Part I of the National Board test and 6 semesters at Guadalajara, the

pool was one we could deal with.

Our problem with H.R. 8519 (and the alternatives which have been

suggested) is that its provisions will put us, and schools like us--those who

have already assumed a high level of responsibility for "bringing our students

home" in a form of double jeopardy. Under the provisions of section (A) of

the bill we must calculate our required increases in third year enrollments

on one of two base years: 1976-77 or 1977-78. If we have already filled or

overfilled our class with the students the law wishes to serve in either or

both of those years, we will be required to accept nearly twice as many in the

future. For example, in the two base years cited the University of Maryland,

School of Medicine had the following experience:

In 1976-77 we had 167 "regularly admitted students" advanced from

the second to the third year. To that we added 14 transfers to

produce a class size of 181 and reduce our attrition rate below

0 to -6.

In 1977-78 we had 160 "regularly admitted students" advanced and

we added 12 transfers to produce a third year class of 172 and

an attrition rate of O.
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If we had not taken the initiative to help students forced to study

abroad when we did; if we had waited for a governmental mandate, as it were,

our obligations in 1978-79 under H.R. 8519 would be 177 third year students

including the mandated 10 transfers. Because we anticipated the government

in this area, we will be required to increase our class to 191: That may

be good news in Guadalajara but it puts us in an impossible position. We

cannot mount a program to integrate some 20 to 25 transferees into our

already overtaxed clinical years.

The alternative language suggested in H.R. 9280 would require us

to increase our third year class size next year by an increment of 6% of the

base year 1977-78 third year class which would be applied to the second year

enrollment of first time second year students. This complex formula has a

certain air of elegance about it and no doubt will satisfy many critics of

the original legislation and 8519. Unhappily, it will not serve us very well.

We have, as I have mentioned previously, attempted to maintain our class size

at zero attrition. In addition, we have a program designed to provide more

time to complete the first two years for those students who cannot proceed

as rapidly as their peers. Our thought has always been that if we thought

enough of the students to admit them in the first place, we are obliged to

do whatever we can to hold on to them. In addition, whenever we can, we try

to accept transfer students into the second year as well. This year we began

the year with 173 first time second year students advancing from the 1st Year.

To this number we added six transfers and one student returning from a years

leave of absence. Thus our first time second year student body will be 180

to which we must add 10 or 11 students (6% of 172) to create a third year

class of 190 or 191. Which as you can see puts is back where we were in the

first place.



79

There are several ironies in this situation. The one that comes

immediately to mind is that of being ahead of the times. Instead of rewards

or at least acknowledgment for past performance, we are to be treated in a

somewhat punitive fashion. Another is that my school is already on a schedule

of incremented increased in class size to a final complement of 200 entering

students. Our policy has been to mirror in the 3rd year any increments in

the first and so we will ultimately exceed even the mandatory 191—without a

nudge from the government. We cannot, however, manage an increment of the

order of magnitude this bill will require, in the time allowed. It would

appear from this that there are times when, if simply left alone, we could

exceed the performance governmental action would require.

Mr. Chairman, to recapitulate, we are prepared to meet the mandate

of P. L. 94-484 albeit we have some concerns about the provisions in section

771(b)(3). We are prepared to accept any reasonable substitute but H.R. 8519, 9280

as drafted will work an unnecessary hardship on my school, and I venture to say

several other schools with a similar past policy for taking substantial numbers

of transfer students. We find this situation to lack equity and, therefore,

urge some remediation. I understand your disinclination to amend P.L. 94-484

in the first place and a greater disinclination to tamper with the bill before

us today. Nonetheless, I must urge you most strongly to consider an amendment

which would allow us to continue our policy of accepting foreign medical

school students in our third year at a reasonable and equitable level. We

urge the adoption of new language in the bill as follows:
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In H.R. 9280 in the provision for calculating the number of

students under (6)(ii)after the line ending. . ."number of full-time

second year students enrolled in such school in the preceding school

year."

add, who subsequently completed the second year and enrolled in the 

third year class of such school. 

Also, Mr. Chairman, I believe it would be appropriate to consider

the provision of additional waivers if the pool of students available and

acceptable falls short of the spaces this bill creates. Clearly it is not.

the intent of this bill to withhold capitation funds if the increases required

are not met because there are not enough students to go around.

Mr. Chairman, I believe that such language would be consistent

with the intent of the original legislation (P.L. 94-484). I believe it will

assign in a fair and equitable manner the responsibility for solving the

problem it addresses and more importantly will do so without the heavy handed

approach drafted into the original legislation. I urge this language or its

equivalent be adopted.

Frederick J. Ramsay, Ph.D.
Associate Dean and Director
Office of Governmental Liaison
University of Maryland
School of Medicine

FJR:pb

[Whereupon, at 12:25, the hearing was adjourned.]
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