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A recent issue o f  T h e  J o u r n a l o f  F a m ily  P ra c ­
tice  (O ctober 1980) w as devoted  to reporting prac­
tice pattern profiles o f  family practice residency 
graduates. Data presented in that issue indicated 
approximately 50 percent o f  recently trained fam­
ily physicians are establishing practice in areas 
designated “ primary care physician health man­
power shortage areas.” 1 Many o f  these shortage
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areas are rural in character. In fact, approxim ately  
17 percent o f  the graduates in the W AM I region  
(W ashington, Alaska, M ontana, Idaho) locate in 
com m unities o f  under 2,500, and 57 percent locate  
in com m unities o f  less than 25,000.2

These findings indicate that family practice 
training programs are making progress in address­
ing the need for more appropriate geographical 
distribution o f  physician resources. Graham points 
out, how ever, that “ at least half o f  the graduates 
o f  family practice residencies surveyed have al­
tered their practice site one or m ore tim es since 
the initiation o f  p ractice.” 3 One factor contribut­
ing to practice m obility may w ell be the relative 
econom ic burden o f  rural practice. In the 
Klickitat-Skamania County Medical S ociety , for 
exam ple, there was a turnover o f  ten primary care 
physicians in the five years betw een 1975 and 1980 
(out o f  an average o f  11 physicians in the society).
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This has resulted in a net lo ss  o f  one physician  to 
the area. In one half o f  the situations, adverse  
econ om ic circum stances have contributed sub­
stantially to the physician turnover.

This paper exp lores the specific areas o f  fee- 
for-service practice that serve to  d iscourage pri­
mary care providers in rural areas. M any o f  the 
sam e factors are generic to fee-for-serv ice primary 
care practice. The econ om ics o f  rural practice 
only tend to m agnify their im pact.

Disincentives and Reimbursement Issues
L ooking at the broad picture, it is apparent that 

there are distinct econom ic d isincentives to rural 
practice in m any areas. The m ost recent com ­
prehensive data from  W ashington State w ere  
com piled  in the spring o f  1978 by the W ashington  
A cadem y o f  Fam ily Physicians and the U niversity  
o f  W ashington D epartm ent o f  Fam ily M edicine. 
The survey indicates that 25 percent o f  the family 
physicians in W ashington practice in tow n s o f  
less than 10,000 population. The mean net incom e  
o f  these rural physicians is 20 percent low er than 
those physicians practicing in cities with a greater 
than 10,000 population. This deficit is com ­
pounded w hen the generally longer hours and in­
creased  night and after-hours responsibility o f  
practice in a rural setting are considered .4

Part o f  the difficulty lies with the relatively high 
percentage o f  Title X IX  (welfare) recipients in 
rural areas. A ccording to C ullen, approxim ately 20 
percent o f  patients in tow ns o f  less than 10,000 
population are on w elfare.4 M ore recent data from  
the W ashington A cadem y o f  Family Physicians 
indicate that in m any rural settings this figure is 
greater than 25 percent.5 W hen one considers that 
the average return from Title X IX  in W ashington  
is approxim ately 60 percent o f  usual and cu stom ­
ary ch arges,6 the econom ic burden o f  a practice 
w ith m ore than four to five percent w elfare recip­
ients b ecom es ob vious. In fact, approxim ately 56 
percent o f  W ashington fam ily physicians place
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lim its on the number o f  w elfare recipients in their 
practice. H ow ever, m any rural physicians find 
such restrictions difficult, if  not im possible, to im­
p ose because alternative sources o f  care are not 
readily available.

A nother source o f  fee reduction in rural prac­
tice is the D epartm ent o f  Labor and Industries. 
M any rural practices in W ashington are located in 
logging areas and care for substantial numbers of 
work related injuries (5 to 10 percent o f  the 
practice, depending on seasonal fluctuations). 
E ven  though the D ivision  o f  Industrial Insurance 
is legally a true insurance program with mandatory 
prem ium s co llected  from em p loyees, the reim­
bursem ent structure currently im poses substantial 
discounts on usual and custom ary fees  (approx­
im ately 35 percent average d iscou nt).7

An additional source o f  econom ic difficulty 
com es from Title X V III (M edicare). Medicare 
rates are adjusted by profiling based on submitted 
charges, but there is at least an 18-month time lag 
built into the system . A ccording to Bruce Fergu­
son , D irector o f  the D ivision  o f  M edical A ssist­
ance, at a M ay 1980 m eeting o f  the Washington 
State M edical A ssociation-D epartm ent o f  Social 
and H ealth S ervices L iason C om m ittee, recent 
data for the state o f  W ashington indicate allowable 
fee s  for M edicare to be only about 80 percent of 
current usual and custom ary fees. Fam ily prac­
tices frequently have a relatively high percentage 
o f  M edicare recipients because o f  their com m it­
m ent to com prehensive and continuous health 
care. If one accepts assignm ent from Medicare, 
the practice accepts a financial penalty. H ow ever, 
not accepting assignm ent may result in consider­
able financial hardship for many elderly patients.

The Am erican M edical A ssocia tion ’s E sse n tia ls  
o f  A p p r o v e d  R e s id e n c ie s 8 points out that critical 
to the role o f  a fam ily p hysic ian  is a w illingness  
to  “ evaluate the patient’s total health care 
n eed s’’ and accept “ responsibility for the patient’s 
com prehensive and continuous health ca re .” Ad­
ditionally, the family physician “ accepts respon­
sibility for the patient’s total health care— within 
the con text o f  his environm ent, including the 
com m unity and the fam ily or com parable social 
u n it.”

F ee-for-service practice as currently structured 
provides no econom ic incentives for developing  
the com m unity perspective implied in the E s s e n ­
tia ls . E ffective patient m anagem ent frequently
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entails relating to H om e Health A gency staff, 
public health personnel, teachers and p sycholo­
gists in the school system s, and mental health and 
alcoholism  workers in the County Mental Health 
Department. E ven  w hen directly related to the 
care o f  individual patients, such interaction is 
often without effective  m echanism s for physician  
com pensation.

The charge o f  evaluating the patient’s total 
health care needs is difficult when the vast major­
ity o f  insurance programs have only limited cover­
age o f  health m aintenance activities. Additionally, 
approximately 13 percent o f  the American popu­
lation have no health insurance,9 a number that 
probably understates the situation in m ost rural 
areas.

E s s e n tia ls  com m ents constructively on several 
of the specialty areas. “ M odern pediatrics in­
cludes a large com ponent o f  preventive medicine 
and em phasizes care o f  the ambulatory patient and 
the patient at h o m e .” The econom ics o f practice 
have at least som e im pact on successfu lly  fulfilling 
this role.

In W hite Salm on, W ashington, a protocol for 
care through the first tw o years o f  life has been  
developed. This protocol im plies seven  visits and 
includes attention to physical parameters, devel­
opmental m ilestones, and immunization status. 
During a recent chart review  conducted as part o f  
an application for recertification by the American 
Board o f  Fam ily Practice, approximately two 
thirds o f  the children delivered and followed  
through the first tw o years o f  life were discovered  
to have substantial d eficiencies o f  com pliance with 
the recom m ended health m aintenance visits. Per­
sonal conversations with parents indicate that this 
lack o f  com pliance is at least in part due to the 
expense involved  and the fact that well-child care 
is seldom  covered by private insurance.

Additionally, many com m unities have a public 
health department, which in som e respects serves 
to fractionate rather than enhance appropriate 
well-child and preventive care. The Southw est 
W ashington Health Departm ent has run well-baby 
and im m unization clinics that are attractive to 
many parents because o f  their relatively low  direct 
cost (o f course the total cost may not be low  at all, 
since these services are tax subsidized). C onse­
quently som e parents ch oose to take their children 
to the health department clinics for well-child care 
and im m unizations. This pattern o f  care obviously
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has an econom ic impact on the fee-for-service  
practices as w ell as disrupts continuity o f  care.

On the bright side there has been som e recogni­
tion o f  the desirability o f  promoting preventive  
care. Title X IX  recipients are eligible for well- 
baby and health m aintenance care under the Early 
and Periodic Screening, D iagnosis, and Treatm ent 
Program. The paperwork and billing process in­
volved in treating patients under this program is 
som ewhat com plex, but the concept and general 
program guidelines form a valuable m odel o f  
health promotion activities that could be em ulated  
by other third party carriers.

Another area o f  appropriate concern for the 
family physician is mental health and counseling. 
In speaking o f  psychiatry, the E s s e n tia ls  states 
that psychiatry “ is one o f  the necessary b ases for 
a Family Practice Program .” The family physician  
“ should . . . diagnose and manage m ost p sych o­
som atic and em otional prob lem s.” H e “ should  
. . . recognize the neurosis and p sychosis and 
provide the after care which many patients require 
following discharge from  a mental institution.” 
Additionally, “ marriage counseling and sex edu­
cation are important areas o f  responsibility for the 
family physician .”

Many econom ic d isincentives discourage effec­
tive psychiatric care in the rural family practice 
setting. Certainly, a great deal o f  evaluation and 
som e effective therapy occurs in the 10- to 20- 
minute time frame o f the office visit. H ow ever, 
there are num erous cases in which more extensive  
counseling is both desirable and potentially e ffec­
tive.

Very few  insurance programs cover ambula­
tory psychiatric service, and even  when patients 
are willing to pay, overhead considerations fre­
quently price family physicians out o f  the market. 
For exam ple, in the mid-Columbia area, there are 
several com petent clinical p sychologists who  
charge betw een  $30 and $50 an hour. In addition, 
there is a board certified psychiatrist with fees  
ranging betw een $50 and $60 an hour. Because o f  
office overhead, family physician fee structure is 
adjusted to accrue betw een  $80 and $100 an hour. 
This tends to make any substantial com m itm ent to 
psychiatric care either econom ically  noncom peti­
tive to the patient or econom ically painful for the 
family physician. The situation is com pounded by 
the fact that W ashington Title XIX rules permit 
payment for counseling services only to a psychi-
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atrist.10 This regulation has been  vigorously  
protested  by the W ashington A cadem y o f  Fam ily  
Physicians and the program directors o f  a number 
o f  fam ily practice residency program s in this state. 
D esp ite these protests no changes have occurred.

Comment
R ecent data indicate that desp ite the W AM I 

regional com m itm ent to provide an adequate 
number o f  fam ily physicians to fill the N orth w est’s 
health care n eed s, the num ber o f  general/fam ily  
physicians per 10,000 population in the ten sm all­
est counties o f  W ashington is actually less than in 
1969 (4.5 per 10,000 population in 1978 vs 5 .0  per
10,000 in 1969).11 The relative shortage o f  primary 
care physicians in rural areas is in part due to 
supply problem s, but at least in part it reflects the 
relative econom ic d isin centives o f  rural practice.

This paper has exp lored  som e o f  the reasons for 
the relatively unfavorable econom ics o f  rural 
practice. Current fee-for-service reim bursem ent 
m echanism s discourage certain activities generally  
accepted  as desirable within the context o f  family  
practice. Particularly affected  are the areas o f  pre­
ven tive m aintenance, com m unity health coordi­
nation, and psychiatric and counseling care.

A dditionally, inadequate reim bursem ent sched ­
u les in federal and state sponsored health care 
programs have a disproportionately negative im­
pact on  rural practices b ecause o f  the high per­
centage o f  eligible patients in m any rural areas.

The im pression should not be form ed that one 
cannot earn a livable incom e as a fam ily physician  
in a rural area. O bviously , the econom ic circum ­
stances vary from  area to area (eg, practice in a 
w ealthy Iow a corn belt com m unity is m ore lucra­
tive  than practice in econom ically  depressed  south  
central W ashington). D esp ite the financial diffi­
cu lties outlined in this paper, the m ean incom e o f  
general/fam ily physicians in W ashington tow ns o f  
under 10,000 population in 1978 was nearly 
$48,000 annually.
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C learly, the d isin centives are only relative. In 
view  o f  the recent presidential election , however, 
it is unlikely that the econ om ics o f  rural care will 
change significantly in the near future. In terms of 
geographic m aldistribution o f  physicians and 
long-term  stability o f  practice, it rem ains to be 
seen  w hether social com m itm ent and the satisfac­
tion o f  serving populations with clear health needs 
will overcom e the negative im pact o f  long hours 
and low  w ages.
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