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I briefly want to address several questions:

1. How much sleep should we lose over an aggregate 
shortage of physicians?

2. Does academic medicine produce the “right” specialty 
mix?

3. Is there an economic (as distinct from “political”) case 
for publicly subsidizing Graduate Medical Education 
(GME)?

4. Should this nation build more medical schools?

5. Should this nation build more nursing schools?



1.How much sleep should we lose over an 
aggregate shortage of physicians?



AND THE ANSWER IS . . .

No.
Focus instead on Dt/Qt



Xt = at·ct·St - (Dt/Qt)·Nt
%

 p
ro

fe
ss

io
na

lly
 a

ct
iv

e

%
 p

ro
f. 

ac
tiv

e 
in

 p
at

ie
nt

 c
ar

e

no
. o

f p
hy

si
ci

an
s 

al
iv

e 
at

 t

pe
r-

ca
pi

ta
 d

em
an

d 
pe

r y
ea

r 
fo

r p
hy

si
ci

an
 s

er
vi

ce
s

ou
tp

ut
 o

f p
er

 p
hy

si
ci

an
 

se
rv

ic
es

 p
er

 d
oc

.  
pe

r y
ea

r

N
o.

 o
f p

er
so

ns
 to

 b
e 

se
rv

ed
 

pe
r y

ea
r

The physician surplus (Xt > 0) or shortage (Xt < 0) at a future time t can 
be expressed at a very macro level by Albert Einstein’s equation:

AL
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SOURCE: Statistical Abstract of the United States 2007, http://www.census.gov/compendia/statab/tables/07s0154.xls
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QUESTIONS FOR STU ALTMAN:

1. What is the “right” physician population ratio for 
America (i.e., ratio D/Q in Einstein’s equation?)

2. Can Idaho’s low population density be explained by 
the fact that Iowan’s die like flies for want of an 
adequate physician-population ratio?

3. Why in h... do folks in D.C. need so many physicians 
per capita? (Are they all a bunch of sickies?)

4. Ditto all three questions for nurses.

An expert at “Stuff Like That”
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Instead of worrying about the physician supply, I’d 
would about the general shortage of labor faced by 
the United States (and all developed countries):

- I’d be sure to educate well ALL kids in this country.

- I’d put priority on building more nursing schoolsb



PROJECTED NUMBER OF WORKERS PER MEDICARE 
BENEFICIARY

SOURCE: Trustees’ Report 2000
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SOURCE: Hay, Forrest and Goetghebeur, Hospital Costs in the U.S., October 12, 
2002.

NATIONAL SUPPLY AND DEMAND PROJECTIONS FOR 
FTE REGISTERED NURSES 2000 T0 2020



2.Does academic medicine produce the “right”
specialty mix?



AND THE ANSWER IS . . .

Yes.
In their infinite wisdom, both private and public 
payers signal with the fees they pay that America 
does not value much the professional  work of 
primary-care physicians – pediatricians, general 
practitioners, internists, geriatricians, and so on. 

In their legendary wisdom, the American people do 
value very highly the work of physicians twiddling 
dials at fancy machines. We pay a lot for their work.

Young physicians understand this signal.



3. Is there an economic (as distinct from “political”) case 
for publicly subsidizing Graduate Medical Education 
(GME)?



AND THE ANSWER IS . . .
No.
First, a medical education is not a “public good,” as 
is so often alleged. It is privately owned human 
capital. 

Second, residents, highly skilled labor, arguably 
supply teaching hospitals with their cheapest form 
of labor (see James Knickman et al.). If anything, a 
GME program is a profit center, rather than a cost 
center.
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SURVIVAL OF THE FITTEST:

What is the Mission of the Teaching Hospitals?
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1. Please agree that, in principle, economists are right 
with regard to the financing of AHCs. 

CLOSING SLIDE OF CONGRESSIONAL RETREAT

2.  On the other hand, paying proper respect to the 
economists’ brilliant dicta does not need that these 
dicta need to be made into public law right away.

We economists rarely make misteaks.

As long as we saddle our teaching hospitals with the task 
of running and financing a catastrophic health insurance 
system for the uninsured, cutting the flow of GME money 
that actually is used to finance that catastrophic health 
insurance system is very risky. 



4. Should this nation build more medical schools?



AND THE ANSWER IS . . .

Why not?
It is truly odd that this nation literally has frozen our 
medical school places for close to four decades.

Given how heavily we rely on human capital 
financed abroad (IMGs), it would make sense to 
build 5 to 10 more U.S. medical schools (and/or to 
expand significantly the classes of existing schools) 
thus to give our own brightest kids a chance at 
become physicians .



5. Should this nation build more nursing schools?



AND THE ANSWER IS . . .

Absolutely!
Every A.H.C. should have a nursing school to 
educate and to train (not the same thing!) nurse 
educators and nurses.

I would make GME money conditional on it.



Finally, what about Stu Altman?





SOURCE: Aurumpronobis Pharmaceuticals Inc., Annual Report 2002: 
Figure 3.
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VIAZA™will make Stu go out and look for a lover.

But if he doesn’t find one, he won’t give a damn.


