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Dear Madam Chagrmmun:

The Namonal Heainh Service Corps (NHSC) is the federal government's main
prograzz {or placing jhysicians znd other health care providers in
locatioes with idertfed shortages of health professionals. For many
years, MssC recruited health care providers primarily by awarding
scholarships o studets whe agreed to serve in shortage areas after their
health professons traning was completed—generally several years later.
In the lxe 198)s, the Congress amuthorized an additional approach—a loan
repaymsnt prograzn for health care providers who had completed their
trainmng and could befin serang in a shortage area immediately. Under
this second agproach the government repaid a set amount of educational
loan deit for each vewr of service in a shortage area

In recezz years, fundng for wsc scholarships and loan repayments has
increased nearty [O-fild, from about $8 million in fiscal year 1989 to nearly
380 milbon n Gscald war 1984 To provide informaticn that would be useful
to the Congress in dealing with kealth professional shortage issues, you
asked us to (1) comnpure the coszs and benefits of the Nusc schokarship and
loan repaymest progams azd (Z) determine whether NHSC has distributed
available provuders twas many efigible areas as possible.

To address these abpetives, we analyzed cost, retention, and other data
related o the schodaeship amd loan repayment programs. In addition, we
analyzed N1sc plicemrents im relastion to such factors as the priority of
placement sites ard tie number of providers needed to remove an area’s
shortage designation Appendix I explains our scope and methodology in
detail. We conductedour resiew from June 1994 through Aagust 1995 in
accordasce with genaallv accepted government auditing standards.

Overall, compared wik the schodarship program, the NH#sC loan repayment
prograzs offers a betizr longters investment of scarce federal resources
to address shomages of primary care providers. One reasom is that it costs
less. Loan repay ment recepients cost the federal government one-half to
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one-third less than scholarship recipients for each year of promised
service in a shortage area. A second reason is that loan repayment
recipients are more likely to complete their agreed-upon period of service
in a shortage area and to extend their stay for an even longer time.
Moreover, neither program appears to outweigh the other in terms of how
well it mrects resources to those areas identified as having the severest
shortages. Technically, the scholarship program offers a better guarantee
that providers will serve.in the neediest shortage areas because it gives the
recipients less freedom of choice in deciding where to serve. However, the
available evidence suggests that there is generally little difference, on
average, in the priority of the sites where scholarship and loan repayment
recipients practice.

Regardless of which approach it uses, however, NHSC does not distribute
provider resources as effectively as it could to alleviate health care needs
in the greatest number of eligible shortage areas. NHSC has placed more
providers than are needed to remove the shortage designations in some
areas, while concurrently teing unable to place providers in over one-half
of all shortage areas requesting assistance. By allowing excess placements
in some shortage areas, NHSC limits its ability to address needs in others,
including some shortage areas that may lack the infrastructure or
information necessary to request assistance. Some criteria are avaiiable to
NHSC for measunng need within shortage areas and prioritizing site
requests for providers that, if improved, could enhance its ability to
alleviate shortages in as many eligible areas as possible.

NHSC was established under the Emergency Health Personnel Act of 1970
(P.L. 91-623) as a program of the U.S. Public Health Service (PHS), an
agency of the Department of Health and Human Services (HHs).! NusC was
intended to meet America’s most critical heaith care needs. Until 1980,
NHSC providers were federal employees; today, however, few NHSC
providers receive their pay and benefits directly from the federal
government. Instead, they are generally employed by the community
health center or other facility at which they serve. These sites are required
to provide NHSC health professionals with salaries and benefits at least
commensurate with federal positions.

For most NHSC providers, direct federal assistance takes the form of
scholarships or loar repayments. The scholarship program was

'For a history of this act, see Eric Redman, The Dance of Legislation (New York: Simon and Schwuster,
1973).
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established under amendments adopted in 1972; loan repayment programs
at the federal and state level were established under amendments adopted
in 1987. Scholarship recipients are generally recruited before or during
their health professions training. As a result, several years usually lapse
between a scholarship recipients’ agreeing to serve and actually beginning
service. Loan repayment recipients have already completed their training
and are generally able to begin service immediately. Table 1 summarizes
some of the key points of these programs.

Table 1: Schoiarship and Loan

Repayment Programs

State loan
Scholarship Loan repayment repayment
Totail funds awarded  $36 million 338 million $5 miltion
(fiscal year 1994)*
Numbper of awards 429 536° Grants to 29 states

(fiscal year 1994)
Support for each year 1 year of tution and  Up to $23.000¢ in Varies, but may not

ot promised service in  fees, related educational loans be more tavorable
a shortage area educational repaid, plus 39 than the federal loan
expenses, and a percent of award to  repayment program
monthly stipend cover increased tax
liability
Time at which While still in training,  After completing Follows federal loan
provider commits to several years before training, when repayment program
service service provider is licensed
and a site 1s selected
Penaity for breach ot  Generally three Varies—{or a 2-year Future federal
contract times the award contract, the grants to state
amount received, prowider cwes the programs are
plus interest, imes  award amount reduced by the

the portion of the received, plus an federal share for
contract not served  unserved obligation  providers who
penalty breach thewr
contracts. State
penalties cannot be
more favorable than
the federal loan
repayment program.
*Does not include 345 milion provided under the NHSC field appropriation to support scholarship
and loan repayment recipients in mowving to and being at their sites as well as support of other
NHSC programs and activites See appendix i for further discussion of these costs.

>Does not iInclude 1-year extensions on Prior 10an repayment Conracts.

“Up to $35.000 per year for therd and subsequent years of service, if qualified ioans are stil
outstanding
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vHsC has some flexability in apportioning funds between the scholarship
and loan repayment program=. 'v law, at least -10 percent of amounts
appropriated each year must fund scholarships’ and the rest may be
allocated at the Secretary's discretion. In practice, for the past several
years HHS has split its funding for Niis¢ scholarship and loan repayment
awards about evenly between the two types of programs. See appendix [1
for more information on NHSC program funding.

NHSC providers are placed in what are culled health professional shortage
areas, locations for which 1Hs has determined that a shortage of primary
care, dental, or meptal health providers exists.” When the shortage area
designation was developed, federal intervention was considered justified
only if the supply of health care providers was significantly less than
adequate. In December 1894, 2,736 urban and rural areas were designated
as primary care health professional shortage areas—thnse areas
designated as having a critical shortage of primary health care providers.
Our report focuses on these areas because most NHSC recipients work in
them.

Amendments passed in 1990 required HHS to prioritize the health
professional shortage areas, and NHSC began prioritizing the individual
sites requesting providers within shortage areas as weil. To be eligible for
an NHsC provider, a site must be located in an area of greatest shortage.
Providers can then choose wh<re they wish to serve from the list of
eligible sites, although providers who have received scholarships are
limited to a narrower list of higher priority sites. The pumber of choices
available to scholarship recipients is provided for by statute: three
vacancies for each scholar in a given discipline and specialty, up to a
maximum of 500 vacancies. For exampile, if there are 10 pediatricians
available for service, NHSC would provide a list of 30 eligible vacancies for
the group.

More than 18,000 providers have served in NHsC. At the end of fiscal year
1994, 1,867 NHSC providers were serving in shortage areas. Of these, 1,147

-At feast 30 percent of the amount appropriated must fund new scholarships for individuals who have
not previously recetved one and an additional 10 percent or more must fund scholarships for nurse
practiioner, nurse nudwifery, and physician assistant students. According to HHS officials, because
NHSC awards multiyear scholarship contracts. all scholarship awards are new each year.

'Health professional shortage areas may be a distinct geographic area (such as a county), a specified
populauon group within the area (such as migrant farmworkers), or a public or nonprofit facility (such
s a pnson). For the purposes of this report, we wall refer to all three types generally as shottage areas:
Our recent report, Health Care Shontage Areas: Designations Not a Useful Tool for Directing
Resources 10 the Underserved (GAG/HEHS-05-200, Sept. 8, 1995), discusses health professional

shortage areas in Jetarl,
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Loan Repayment
Program Has
Favorable Costs and
Benefits

were physicians; the remaining 720 NHSC providers were nurse
practitioners, nurse midwives, physician assistants, dentists, and other
health professionals. About one-half were providing care in fedorally
funded community and migrant health centers,' with the remainder in
facilities such as Indian Health Service sites, Bureau of Prisons locations,
nonfederally funded health centers, or private practice sites. Most of those
who were serving in fiscal year 1994 had entered Nusc through the loan
repayment program.’ In addition to the 1,300-plus ; roviders in service,
another 1,300-plus were in school or residency training and committed to
future service under the scholarship program.

Officials at sites where NHSC providers have served are generally
supportive of NHs¢ and believe that this program is important for attracting
primary care providers to medically underserved rural and inner-city
communities. In April 1994, Hus's Office of the Inspector General reported
that in a survey of directors of facilities at which NHsC providers have
served, 90 percent indicated that their facilities coutd not adequately serve
patients without NHSC's assistance.® These views were echoed by many of
the respondents to a survey that we conducted as part of our field work.

The loan repayment program costs the federal government less than the
scholarship program for a year of promised service, while also showing
(1) a higher rate of retention at NHSC service sites after providers complete
their service obligation and (2) a lower rate of breach of contract. In
addition, we found no significant difference in the priority of the sites
where the scholarship and loan repayment recipients served or in the rate
of minority participation in the programs.

Sch()larship Recipients
Cost More Than Loan
Repayment Recipients

While federal law requires that at least 40 percent of funding go to
scholarships, scholarships are considerably more costly than loan
repayment awards. For physicians, the average net cost to the federal
government for a year of service under the scholarship program was
$40,000 in fiscal year 1994, while the average net cost for a year of service
in the same year under the loan repayment program was $23,500, about

*HHS authonzes and funds community and nugrant health centers to provide primary care services to
medically underserved populations, including the poor, uninsured, mirorities, women, children, and
the elderly.

‘Because of the ime lag between awarding a scholarship and the recipien. providing patient care; the
smaller number of NHSC scholarship recipients in service at the end of fis al year 1964 reflects the
lower number of awards several years earfier.

“Nanenal Health Service Comps: A Survey of Providers, Facilities, :u\d_SLa!j, HHS, Office of the

Inspector General, ORS00 (Apr. 194 p. 6.
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11 percent less. Results are similar for other provider types (see fig. 1). For
example, net federal cost for physician assistants averaged $24,000 per
year under scholarships; under loan repayment, the federal costs for these
providers averaged $15,600 per year, about 35 percent less. Appendix III
explains our cost comparisons in further detail.

Figure 1: Net Federat Cost Per Service
Year for Scholarship and Loan
Repayment Awards (Fiscal “Vear 1994)
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Two main factors account for the difference in net costs: (1) scholarships
cost more due to the time value of money and (2) part of the payments to
the loan repayment recipients are returned to the federal government in
the form of federal income taxes. Because 7 or more years can elapse
between a provider receiving a scholarship and starting to practice in an
underserved area, the federal government is making an investment for a
service in the future. Interest costs during that time, for either investment
opportunities lost or interest paid on amounts borrowed, should be added
to reflect the time value of money.
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Net costs to the federal government under the loan repayment program
are lower because a relatively large portion of the payments made under
this program, the tax allowance portion, is immediately returned to the
federal government in the form of federal income taxes. The tax
allowance, paid by Nuse, covers the cost of the additional federal tax
burden the recipient will incur as a result of the loan repayment award,
which is subject to federal income taxes. Therefore, the tax allowance is
essentially a payment from the federal government back to the U.S.
Treasury through the NHSC loan repayment program. [n fiscal year 1994,
payments for the tax allawance amounted to about $11 million of the
$38 million awarded under the NHsC loan repayment program. In contrast,
under the scholarship program, only the monthly stpends are subject to
federal income taxes, and the NHsC does not provide any additional
payments to cover this tax amount.

Available cost data also indicate that the state loan repayment program is
an even more economical option than the federal loan repayment
program.’ For service starting in fiscal year 1994, the combined federal
and state costs under this program averaged less than $17,000 a year for
physicians and less than $8,000 for physician assistants, nurse
practitioners, or nurse midwives,

Our cost estimates do not include the administrative costs associated with
making and tracking scholarship and loan repayment awards. We were
unable to attnbute the administrative costs for each scholarship and loan
repayment recipient because (1) many of the HHS personnel support both
programs and (2) we could not separate costs for other NHSC activities,
such as recruitment and retentior. activities, between the two programs.
Although we were un-ble to determine these administrative costs, we
believe that they are higher for scholarships than for loan repayment
recipients. One reason is that scholarship recipients are supported and
tracked over a longer period of time. Scholarships are awarded up to 7 or
more years before the start of service for physicians and several years
before the start of service for other health professionals, and HHS has to
cover the administrative costs of supporting and tracking scholarship
recipients longer than for loan repayment recipients during this time. A
secor reason is that NHSC bears the expense of interviewing scholarship
applicants but does not interview [oan repayment applicants. Finally, NHsC
covers travel and moving expenses for scholarship recipients but generally
does not cover these expenses for loan repayment recipients.

"However, information on the relative benefits of the state loan repayment program is limited. The
spectfic requirements iand benefits of each state loan repayment program may vary and according to
NHSC officiats, HHS has not conducted any uetatled evaluations of the state loan repayment program.
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Loan Repayﬁ{ént
Recipients Have Higher
Retention Rates

One of NHSC's goals is to retain providers at the facilities after they
complete their service obligations. Between 1991 and 1993, we estimate
that 48 percent of loan repayment recipients and 27 percent of scholarship
reciptents were still at the site where they completed their service one
year after fulfilling their program obligation, a statistically significant
difference. (See app. | for cur scope and methodology.)

The higher retention rate on the part of providers who receive loan
repayments may be partly related to the timing of their decisions. Loan
repayment recipients do not commit to service until after they have
completed training and selected a practice site, while scholarship
recipients make the commitment while still in training. The extra years
hetween commitment and service may mean that scholarship recipients
are more likely to change their minds abcut what they want to do and
where they want to live and practice.

Retention is an issue that NHSC needs to know more about, and NHSC is
planning some action in this regard. For the past several years, NHsC has
collected some information about whether providers remain at their sites
after completing their service cbligation, but HHS officials told us that this
information does not include how long providers remain—whether it be 1
day or 1 year. Hcwever, NHSC officials told us that they plan to create a
database of NHSC alumni, to track providers after thei~ obligations are
completed, using a broader definition of retention and a 3-month period as
the threshold for considering someone as retained. NHsC officials expect to
establish a baseline retention rate for fiscal year 1995 by January 1996.

Séiﬁfolarship Recipients
Have Higher Rate of
Breach of Contract

The success of the NHSC programs relies on scholarship and loan
repayment recipients fulfilling their service obligations. Of the 1,073
scholarship recipients since fiscal year 1980, 12 percent have breached
their contracts and have not served their NHSC obligation. In contrast, only
2 percent of the loan repayment program'’s 1,857 recipients have breached
their contracts. For state loan repayment programs, the figure is about

3 percent. The long time lag between a schoiarship recipient's
commitment to serve in a shortage area and the actual service is probably
an important factor in this difference. Scholarship recipients enter into
their contracts up to 7 or more years before beginning their service
obligation, during which time their professional interests and personal
circumstances may change.
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The difference in the rate at which NHse scholarship and loan repayment
recipients breach their contracts, however, may be considered somewhat
lower because some recipients subsequently pay the government the
amounts owed or have their debt terminated. For example, of the 12
percent of scholarships awarded since fiscal year 1980 for which the
recipient did not fulfill his or her NHSC service obligation, some recipients
paid back the amount ewed (3 percent) and some were in the process of
service or payback (1 percent). The remainder had not begun service or
payback (5 percent).®? Under the loan repayment program, only 1 of the
1,857 recipients had breached his NHSC contract and paid back the amount
owed, while 2 percent of the recipients had not completed their NHSC
service obligation or paid the amounts owed.'® Even if this additional
informaton is taken into account, the percentage of persons who have
breached their contracts and have not begun service or payback s stll
higher under the scholarship program. And even though some scholarship
recipients who breach their contracts pay back the amounts owed, their
departure represents a loss in the program’s ability to meet health care
needs in shortage areas.

{esearch Option Limits
scholarship Program'’s
ffectiveness

Anothor way in which the henefits of the scholarship program appear
diminished when compared with the loan repayment program, at least as
far as helping shortage areas is concerned, is the option for scholarship
recipients to fulfill their service obligations through the National Research
Service Award program.'! Instead of providiny direct patient care in
underserved areas, these scholarship recipients may conduct biomedical
and behavioral research through the National Institutes of Health. This
research is not limited to primary care. As of March 1995, 354 NHusC
scholarship recipients had completed their NHSC service obligation through
this provision and over 40 others were in the process of doing so.

*This includes schoiarship recipients whose debt has been terminated and whe therefore no longer
owe service or breach of contract penalties to the NHSC.

“The amounts paid by NHSC recipients who breach their contracts are returned to the U.S. Treasury.
Dunng fiscal years 1989 through 1994. HHS collected about $55.4 muilion from scholarship recipients
who breached therr NHSC contracts. Dunng this same penod, HHS wrote off about $21.8 million in
amounts owed by NHSC recipients who breached their contracts. When debts are written off, they are
generally reported to the Internal Revenue Service o8 income and the individuals have a federal
income tax babthity on these amounts.

Sirular data were not avatlabie for state loan repayment programs. Because the participating states
are responssble for repaying the fevderal government for its portion of state loan repayment awards and
for collecting penalties from those who do not fulfi'l their service obligations, HHS does not collect
detailed information on state loan repayment recipients who breach their contracts.

Hepction £2 U.S.C. 254m{e), amended in 1981 under Public Law 97-35.
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When tae provision was intttadly authorized by the Congress in 976, Nuse

scholarship recipients could mlit!l “hewr obliganons through the Nanonal
Research Service Award program only if the Secretary of jins deternined
that the recipient demonstrated exceptionad p.omise for medical
research. ™ The Congress changed the provision in 1931 to allow any
service under a National Research Senvice Award to be counted agmunst
the siscorertod of obisated serace-the Secretary no longer has the
discretion to allow it or not. While the re-~arch efforts of these
scholarship reciptents may be important in their own right, the costs borme
by ~Ntise do not result it any benetits related to meeting the program's goal
of providing priaary care providers to health protessional shortage areas.

Scholarship Program Not
Decidedly Better Than
Loan Repayment Program
in Other Respects

Priority of Scholarship
Placement Sites Is Not
Significantly Higher

In additon ro examming cost etfectiveness, we also sought to determine
whether the supenonty of the loan repayment program might be
counterbalanced by other benetirs of the scholarship program.
Accordingly, we examuned whether there were dinerences between the
two programs in the extent to which they (1) serve the neediest nf
shortage areas and (2) attract underrepresented minonties and other
disadvantaged groups into the health professions. Although HHS asserts
that the scholarship program s particularly ‘mportan. in achieving these
goals, onr own analysis of the data found little difference between the
scholarship and loan programs.

Scholarship recipients have less flexability than loan repayment recipients
in deciding where to fulfill their service obligation. As explained earlier,
providers who have received scholarships are limited to a list of the
highest priority sites, while providers who receive loan repayments can
work at other NHsC-approved sites in addition to those avatlable for
scholarship recipients. This emphasis on scholarship recipients serving the
neediest areas bas been one of the main reasons advanced in support of
the scholarship program. liowever, the extent to which the scaolarship
recipients are placed in the neediest areas depends, in part. on the number
of scholarship recipienis ready to begin senvic: L Jiven year. Becuause
NHSC is required to give scholarship recipients .« hoice of practice sites,
the list of sites eligible for them will be broader when a greater number
have completed training and are ready for placement

The conference report i H Conf Rep 4-1612, supra. p. 196) stated that the conferees’ intent was that
the Secretary would use his authonty to release individuals who demonstrated extraordinary proause
with respect o biomedical research “aiven the fact that the pnincipal purpose of awarding National
Health Service Comps scholarships 15 1o provide health semvices o medically undersenved areas and not
stnply 1o provide financiad support [or health professions siudents.”
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To prioritize NHsC placements, HHS scores both the shortage areas eligible
for Nusc providers and the individual sites requesting NHSC providers.
Using available data for NHSC providers who started service between July
1993 and June 1994, we found that while some scholarship recipients went
to higher priority shortage areas, there was no significant difference, on
average, between the prionty of the areas where scholarship and loan
repayment recipients worked. Similarly, we found no significant difference
in the priority level of the individual sites where NHSC providers were
placed during the 1993 vacancy year." (See app. IV for additional
information on the prionty of the NHSC placement sites.)

Scholarship and Loan
Repayment Programs Have
Corparable Minority
Representation

Data for fiscal year 1994 indicate that the proportion of minority group
members is comparable in both programs. In fiscal year 1994, 33 percent
of the loan repayment awards went to minority providers, compared with
34 percent of the fiscal year 1994 scholarship awards.™* Also, while the
scholarship program may assist some disadvantaged students in
completing their health professions education, the primary gegl of NHSC is
to provide health professionals to underserved areas—as such, HHs does
not recognize it as an educational assistance program. 4Hs has other
educational assistance programs available to minorities and disadvantaged
individuals seeking health professions education.'® (See app. V for
additional information on the ethnic background of the recipients of fiscal
year 1994 NHsC scholarship and loan repayment awards.)

“The picture with regard to state loan repayment recipients i3 less clear. Available data for these
recipients indicate that those providers worked, on average, in shortage areas with similar pnionity
levels as the federal loan repayment recipients. However, NHSC does not score the priotity level of the
state loan repayment program piacerment sites;, and according to Bureau officials, HHS has mot
conducted any comprehensive evaluations of the program.

“The percentage within state loan repa/ment prograrms is unknown; HHS does not collect mformation
on the ethnic background of state loan repayment recipients.

"For example, the Health Education Assistance Loan (HEAL) program provides guaranteed student
loans for students. In addition. HHS has schoolbased loan and scholarship programs for munority and
disadvantaged and other financially needy health professions students. These include Exceptional
Financial Need Scholarships, Financial Assistarce lo:Disadvantaged Health Professions Students,
Scholarstups for Disadvantaged Students, and Loans for Disadvargaged Students.
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Placement Process
Could Distribute
Providers to More
Areas Eligible for
Assistance
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Many respondents to our retention survey commented thac they viewed
NHSC as important to their ongoing abilitv to recruit health professionals
and provide health care services. Despite these favorable views of the
program, the question remains whether NHSC has efiectively distributed
provider resources to as many of the eligible shortage areas as possible;
other aspects of our analysis suggest that it does not.

NHSC Has Placed More
Providers Than Needed to
Remove the Shortage
Designations in Some
Areas

In 1983, HHs published a program policy in the Federal Register stating that
NHsC will not place more providers in any single area than are necessary to
dedesignate or remove its shortage designation.' However, we found that
NHSC does not limit provider placements within shortage areas in
accordance with this policy. In all, at least 22 percent of the 397 shortage
areas that had an identified need level and received at least one NHSC
provider in vacancy year 1993 received more providers than were
necessary to remove their designations.!?

Although NHsc officials provided a rationale for not restricting gpvider
placements to the identified need level, the rationale did not pertain to
many of the examples we identified. Hus officials stated that NHsC does not
follow the 1983 policy because it does not allow program officials
adequate flexibility to address need in some shortage areas, such as those
with dedesignation need levels of less than one provider. Because NHSC
providers are required under the Public Health Service Act to serve full
time, placing a provider full time in any area with need for less than
one-half a full-time provider!® would exceed the level needed for
dedesignation. However, we identified a number of instances in which
NHSC placed multiple providers in these shortage areas. Of the shortage
areas requiring less than one-half a full-time provider that received an NHSC
provider during vacancy year 1993, 31 percent were oversupplied by »t
least one and as many as three providers. One shortage area with a
dedesignation need of 0.1 full-time providers received two NHSC physicians
and two nonphysicians in the 1993 vacancy year alone. Our analysis

*See 48 Federal Register 54538 (1983).

'"To calculate oversupply, we counted physicians as one full time provider and nonphysicians (nurse
pracutioners, nurse nudwives, or physician assistanis)as one-half a full-time provider, using NHSC's
critenia for counting stalf vacancies al requesting sites. If only physician placements are counted,

6 percent of these shortage areas would still be identified as oversupplied. We consider these
estumates of oversupply to be conservative because our analysia does not include (1) NHSC
placements in shortage aress with dedesignation thresholds of zer0 or no assigned value and (2) NHSC
providers placed in prior years that were still in service during vacancy year 1968, See appendix I for
additional information on our scope and methodology.

*The equivalent of a single NHSC nonphysician providey.
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indicates that problems in NHSC’s placement criteria (a point we will
discuss later) played a substantial role in allowing these overplacements to
occur.

Potential alternatives exist to address need in shortage areas requiring less
than one full-time provider. For example, some PHs regional officials said
that their ability to effectively place NHSC providers would be improved if
the Public Health Service Act was amended to allow them to consider
alternatives to the full-time service requirement. They suggested allowing
NHSC providers to fulfill their obligation in two or more adjacent shortage
areas or allowing a provider to work part time for twice the length of
required service.'® NHsC officials stated that the program has begun
allowing NHSC providers to serve concurrently in two or more shortage
areas as long as the practice is full ime, but it does not allow providers to
work concurrently in two nonadjacent areas or to work part time in a
single shortage area for a longer period of obligation. In our view, such
alternatives could help address need in remote areas requiring less than a
single provider, while providing for more flexible and optimal use of NEYC©
resources.

NHSC Cannot Address
Need in Many Other
Shortage Areas

Oversupplying some areas limits NHSC's ability to address needs within
other shortage areas. We identified unmet need existing in two types of
shortage areas: (1) those that request but do not receive NHSC providers
and (2) those that want providers but appear to face barriers to requesting
them.

Areas Requesting but Not
Receiving Providers

Many eligible shortage areas requesting NHSC providers do not receive one
and they may unsuccessfully request assistance year after vear. Sixty-five
percent of the 1,207 shortage areas requesting an NHSC provider in vacancy
year 1993 did not receive one, and 143 of these areas had requested but not
received an NHSC provider for 3 or more years. In a number of cases, the
unfilled requests from such shortage areas involved sites with priority
scores equal to or above those of sites that did receive a provider. For
example, we identified 34 shortage areas in which sites that had requested
but not received NHSC providers for 3 or more years had higher priority
scores than the average score of sites that did receive a provider in
vacancy year 1993. On average, however, priority scores for sites that did

A simular recommendation was made by HHS' Office of the Inspector General in an April 1994 report.
See National Health Service Corps, OEI-09-91-01310 (Apr. 1984):
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receive an NHSC provider in vacancy year 1993 were slightly higher than
those that did not.

NHSC officials pointed out that one reason so many requests go unfilled is
that they must create a pool of vacancies that is larger than the number of
providers. By law, NHSC must identify at least three vacancies for every
scholarship recipient becoming available each year.?® NHsc faces no such
requirement for loan repayment recipients, but in practice it has chosen to
do so, adding positions from eligible but less needy sites to those
highest-need positions from which scholarship recipients must choose.
Thus, the total pool of vacancies is about three times as large as the pool
of providers NHSC is trying to place. To target more providers to the highest
priority vacancies, NHSC officials said that they planned to reduce the
number of vacancies available for the loan repayment recipients to select
from.

Areas Unable to Request
Assistance

The shortage areas that request but do not receive NHsC providers are 2pt
the only shortage areas that wished to participate in NHSC programs but
have been unable to do so. Of the 2,600 primary care shortage areas that
had current designations as of July 1994, just over 50 percent did not
request NHSC providers in vacancy year 1893 and 36 percent had not
requested providers in the prior 8 years. We surveyed a random sample of
125 geographic and special population shortage areas to assess why this
designation was obtained but sites located therein have not requested NHSC
providers. On the basis of the responses, we estimate that 22 percent of all
such areas have obtained designations at least in part to be eligible for
NHSC providers, but lack adequate resources, information on NHSC, or
infrastructure within the community to apply for providers.?

NHSC has begun limited efforts to address needs in sites requiring
additional assistance to access its programs. NHsC officials said that site
development is critical to the program’s ability to manage expanding
provider numbers and to place providers in many needy areas. As a result,
in fiscal year 1994, NkSC began providing technical assistance grants and
producing a manual to assist the sites in developing or expanding their
health care services. Jowever, the amount of program funding allocated to
these efforts has been relatively small-—just under $547,000 in fiscal years

20r a total of 500 vrcancies, whichever isless, a3 Jong 23 the 2otal number of scholars is fewer than
500. If the numbe: .| scholars is 500 or mere, the Secretary has the discretion to determine the total
number of vacanc: s that must be identifed.

U1See appendix | for the scope, methodology, and statistical detalls of our surves.
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1994 and 1%35.~ Additional efforts may be necessary to address the
barriers to accessing NHSC programs faced by many shortage areas with no
pre-existing heaith care infrastructure. (See app. II for additional
information on NusC technical assistance.)

Modified Criteria Could
Improve Provider
Placements

In an earlier report,™ we identified a number of weaknesses that hampered
HHS' ability 10 use the heaith professional shortage area system to
accurately rdentfy areas with a shortage of primary health care access or
to effectively target federal resources to needy populations. Among these
weaknesses was the failure of these criteria to count many types of
providers already providing care in the areas whex calculating the number
of primary care providers needed to dedesignate a shortage ares.

However, modifications to this measure and NHSC's gwn placement criteria
could assis? NHSC in better distributing limited provider resources to as
many needy areas as possible.

Measurement of
Dedesignation Need

As noted in our earlier report, HHS' current measure of full-tirne providers
needed to dedesignate a shortage area does not take into account the
presence of nonphysician providers (such as nurse practitioners, nurse
midwives, or physician assistants) practicing in an avea. Instead, Hus
counts only the presence of primary care physicians when identifying total
available provider resources. This measure of dedesignation need could
assist MHsC in identifying the baseline of providers zeeded within each
shortage area and to target future placements based on that need, if
modified to account for all provider types requested from and placed by
the program. However, by omitting nonphysician practitioners, Hus’
current dedesignation need measure ignores providers that account fora
substantial portion of both the demand within shortage areas and
providers piaced m recent years by NusC. In vacancy year 1993, 16 percent
of all shortage areas requesting NHSC providers asksd exclusively for
nonphysicizns, and another 50 percent asked for beth nonphysicians and
physicians. In addition, 44 percent of all N#SC placements in vacancy year
1993 were nonphysician providers. HiS' measure of dedesignation need
could serve as a valuable tool for improving snsC’s aflocation of providers,

®To date. abour £384.685 has been spent on contract start-up Costs, Wwehinicad assistance for 64
individusé sites, 2nd for projects such as developing guidance moteriads conducting training, and
educating state and regusal officials on NHSC's progrars. Jest over 3583000 was spent on the site
development mmnual Pending for fiscal year 1985 is reported 38 of Angast 1985,

Z’H&lthfmmm Designations Not a Useful Tood for Disscing Resources to the
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if it was made more reflective of the full extent of primary care available
within a given area.

Site Prioritization Criteria

To assist in distributing program resources, NHSC has also developed
criteria to prioritize requests by individual sites within shortage areas.”
However, the criteria for prioritizing these requests do not include any
measure of overall need within the shortage area in which the requesting
site is located nor do they account for prior NHSC placements in the same
area.”® As a result, requests from multiple sites within the same shortage
area are separately scored and considered for NHSC placements. As we
discussed earlier, this results in an oversupply of providers to some areas
which, in time, limits available placements for others. Further, NHSC’s
criteria do not account for NHSC providers currently serving in a shortage
area, so there is no formal mechanism to ensure that some shortage areas
are not consistently oversupplied. NHSC could more effectively direct
provider resources to as many needy areas as possible by

(1} incorporating some measure of the overall shortage area need in
site-specific criteria and (2) tracking the number of NHSC providers in each
shortage area.

Impro&éments Undertaken
by NHSC, but Additional
Steps Are Needed

To address the issue of placing too many providers in some shortage
areas, NHSC officials told us that they have revised their placement policies,
effective in 1996. This new process will limit multiple Nusc placements
within a shortage area based on the primary care physician-to-population
ratio for that area. While we agree with the need to limit provider
placements, this new placement process falls short of assuring that NHSC
providers are distributed to as many eligible areas as possible. For
example:

Under the revised policy, physician placements at multiple sites within a
single shortage area will be limited once the area has reached a primary

*As a first step in the process, HHS scores all shortage azeas and NHSC establishes a cutoff score to
identify which areas qualify as areas of greatest shortage. In- 1984, more than 90 percent of all
designated primary care shortage areas qualified as being of greatest shortage for NHSC loan
repayment reciprents and scholarship nonphysician providers; over 70 percent of ali shortage aress
qualified as being of greatest shortage for NHSC scholuship physicians. Once an ares is identified as
being of greatest shortage, NHSC does not consider an azea’s relative ranking when making placement
decisions at individual sites.

BNHSC scores each request on z scale of 0 to 40 based on {1) rite of staff vacancies 3 the site, (2) rate
of low birth-weight or infant mortality rates in the area, {3} percentage of poverty patierds at the site o7
within the entire shortage area, and (4) travel time or distance to the next available source of primary
care,
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care physicrr-to-sopulamon ratio of 1:1.500.%% According to NHSC officials,
the rano o0 11 300 was chwosen, in part, because it more closely represents
health manterance srganzzagion and industry standards for
physician-to-patient mtios and NHSC considers it more representative of the
level needed . r coonprehensive primary care than the current shortage
area dedesignation smndard of 1:3,500.% [n our view, this revised policy
substitutes an Hpronmm szandard for a minimum standard. Opinions may
differ as 1o whether e 13,50 ratio constitutes the most appropriate
mirumurn stan-dar-d for idemtifying a critical shortage of primary care
providers that ~urramts NBSC resources. Thus, it may be advisable for HHS
to reassess this stundard. However, we question whether it is advisable to
substitute an optimum stamdard when many eligible areas remain below
minimum standards

The limutation wowid apply only to primary care physicians, not to other
types of providers sarh as nurse practitioners, certified nurse midwives,
and physician assestaats. Applying a standard that omits these
nonphysician prowders leaves open the possibility that some shortage
areas will recerve mare assistance than needed to meet minimal standards
while needs in otleer shorzage areas remain unmet.

Based on available imdicagors, NHSC loan repayment recipients appear to be
less costly and more effective than NHsC scholarship recipients, in terms of
completing their cibhgatioms and continuing to practice in shortage areas.
As such, mcreased reliance o the loan repayment program offers
opporturgtles 1o inmperove the program’s cost effectiveness over time. HES
has some flexabilicy m allecating funding between the scholarship and loan
repayment programas; however, legislation limits the ability of the
Secretary to use gresger discretion in distributing the funds. In addition,
the state loan repazyment program offers an opportunity to reduce NHSC
costs while maintaszang the mamber of health professionals available in
shortage areas, althoagh less is known about its benefits compared with
the national programs.

NHSC is indended to bea program of last resort for those areas where the
supply of health care providers is significantly less than adequate. Given
that the number of areas identified as being in greatest need of NHsC
providers far excesdsthe mummber of providers available each year, itis
critical that NBSC target its fméte program resources to address the

Fonee . 5 rano 8 reachert. slof thee semmining vacancies in a shortage area will be eliminated from
the NHSC placemens list. Sewever, mequarsts will be reconsidered in the next NHSC placement cyele.

TA ratio of 173,000 may be wwd for sressthat are corsidered high need, such asthese with high
poverty or bt infase mortsty rates
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Congressional
Consideration

minimurm needs of as many of these needy areas as possible. At present,
this is not occurring. Instead, some shortage areas are receiving more than
enough providers to remove their shortage designations, while the needs
of other eligible areas go unmet.

Changes by the Congress and HHS are needed to help ensure that available
providers cover as many eligible shortage areas as possible. Statutory
provisions currently pose barriers to part-time service and allow providers
to fulfill their service obligation by doing research rather than providing
patient care. For its part, NusC will be limited in its ability to alleviate
shortages in many areas until it determines why some areas face barriers
to accessing its programs and develops additional mechanisms for
reaching out to these areas. Further, given the extensive limitations of the
health professional shortage area designation in identifying need and
targeting resources, NHSC must modify available measures of need for its
program resources and its own criteria for targeting placements. In
particular, it appears appropriate to develop a measurement of need that
(1) counts nonphysician providers and NHSC providers currently in service
and (2) specifies the minimum number of providers needed to relieve
shortages, rather than an optimal number.

To assist HHS in these efforts, the Congress should consider ainending the
Public Health Service Act to

direct the Secretary of HHS to use the loan repayment program rather than
the scholarship program, to meet future NHSC needs, or authorize the
Secretary greater discretion to allocate larger amounts of NHsSC funding
than currently allowed through loan repayment awards;

eliminate the option for NHSC scholarship recipients to fulfill the service
obligation under the National Research Service Award; and

eliminate any existing statutory barriers to the use of flexible work
schedules for providers fulfilling their obligations.

Recommendations

To better target limited resources, we recommend that the Secretary of
HHS:

Apportion future NHSC funding to use the loan repayment program to the
maximum extent allowed by law. Similarly, assess whether the benefits of
the state loan repayment program, which is less costly, are such that they
would warrant greater use of the program.
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Assess the reasons why a significant number of eligible areas are not
applying for NHSC resources. and expand technical assistance and other
efforts to address potental barriers to accessing this program.

Position NHSC to assist as many shortage areas as possible by discontinuing
the practice of placing providers in shortage areas in excess of identified
need while othe: eligble applicants are underserved. In addition, modify
placement criteria to include a single measure of need that (1) counts
nonphysician providers and NHSC providers currently in service and

(2) specifies the minimum number of providers needed to relieve

shortages.

HHs commented on a draft of our report in a letter dated October 20, 1995
(see app. VIII). uus agreed with some of the matters for congressionat
consideration and recommendations, but disagreed with others.

With regard to the changes we put forward for congressional
consideration, HHS agreed with discontinuing the option of allowing
scholarship recipients to fulfill their service obligation under the National
Research Service Award. #Hs also agreed with eliminating statutory
barriers to more flexible work schedules, but opposed allowing part-time
service. HHS agreed with the option of granting the Secretary greater
discretionary authority in apportioning money to the loan repayment
program, but disagreed with eliminating the scholarship program
altogether.

HHS presented two main reasons for continuing the scholarship program.
One 1s that it establishes a pipeline of future providers. The other is that
many scholarship recipients come from disadvantaged backgrounds and
from families that would have great difficulty obtaining student loans, thus
preventing them from participating in the loan repayment program.

We agree that the scholarship program does establish a pipelire by
obligating future providers years in advance. However, there is a risk in
obtaining commitmens from individuals before they choose their
specialties, before they kmow which sites will be available, and at a time
when future family circumstances are unknown. Our work suggests that
the loan repayment program reduces this risk because it responds to
current demands for providers and has a lower rate of breach of contract.
With regard to the argiment that the scholarship program helps
disadvantaged students, we agree that this is a worthy goal. However, both
the legislative history and N#sc's own scholarship application material

Page 19 GAOMHEHS-86-28 NHSC Programs



B-257437

make clear that the program’s primary purpose is to serve medically
underserved areas. Further, our analysis indicates that the number of
participants who were ethnic minorities was comparable under the
scholarship and loan repayment programs and other HHS educational
assistance programs are available to students from disadvantaged
backgrounds. For these reasons, we continue to believe that exclusive use
of the loan repayment program remains an option for accomplishing NHsC's
goals in a more cost-effective manner.

With regard to the recommendations addressed specifically to the
Secretary, HHS agreed with the need to determine why some areas are not
applying for NHSC resources and noted that NHSC is expanding its technical
assistance efforts. HHS' comments also indicate agreement with our
recommendation to assess the benefits of the state loan repayment
program. HHS did not indicate agreement or disagreement with the
recommendation that maximum funding be directed to the loan repayment
program. However, it commented that outlays for educational costs could
be considered lower for the scholarship program because, uniike the loan
repayment program, the tuition payments do not include accrued interest.

In response, our analysis shows that a year of service under the
scholarship program costs the federal government significantly more, on
average, than a year of service under the loan repayment program. Our
analysis focused on the average costs to the federal government for a year
of service in a shortage area, based on actual scholarship and loan
repayment awards made in fiscal year 1994. Our analysis also includes
adjustments for the time lag between the scholarship award and service in
a shortage area.

Regarding our recommendation to discontinue placing providers in excess
of identified need and to develop a single measure of need, Hrs did not
agree. HHS argued that placements in excess of dedesignation need were
important in providing communities with continuous and comprehensive
primary care and to enhance the possibility for retaining providers. They
emphasized that sites need to be viable for a provider to stay. Finally, vus
agreed that, in concept, nonphysician providers should be considered in
assessing the relative need for providers, but said doing so was too
complicated to be practical.

We continue to disagree with HHS' views on these matters. We do not think

the strategy of placing providers in excess of dedesignation need is
consistent with (1) the main purpcse of the program—to eliminate

Page 20 GAO/HEHS-98-28 NHSC Programs




B-257437

shortages of heaith professionals n sheetuge weas—or (2) HHS'

longstanding published poicy 2f 10t placume yrosaders in areas above the
level needed to remove shortage wes desuonuaons. Whale we agree that
the prospect for retention 3 an inportant facor . it cowd still be
considered without making excesave placenencs. {oncerning the viability
of sites to support NusC providers. our znadyss of tmmet placement
requests only considered stes that v had (efermined to be part of a
system of care and to have a docunenged mecwrd of sound fiscal
management. Finally. giver the enphasss tha \isc places on nonphysician
providers, we think it importart that #8S dession a mechanism for
counting or approximating the nunbser of norpinvseian providers in an
area to use in measurmg refatrve Teed for 3 mroviders.

HHS also made a number of technwal and caher —-omments that we
considered in finalizing thes repar:

As arranged with your office, undess vom amnmemce its contents earlier, we
plan no future distribution of this rersoet wredl 7 dass after the date of this
letter. At that time, we will sensd copues 1o he Sescretary of Health and
Human Services. We aiso will mate coges ammuable to others on request.

Please contact me on (2022)512-7T119 o vow ar vesur staff have any
questions. Major contribusors to fiis report zre listed in appendix IX.

Sincerely yours,

s Fadel

Mark V. Nadel
Associate Director, Health
Financing and Public Health Isszes
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Appendix [

Scope and Methodology

and Loan Repayment
Programs

To accomplish both our objectives, we (1) reviewed relevant legislation,
policies, procedures, and studies; (2) interviewed HHS officials from
headquarters and two PHS regional offices; (3) interviewed officials from
the National Association of Community Health Centers and the Indian
Health Service; (4) interviewed health center directors, state officials, and
NHSC scholarship and loan repayment recipients; (5) conducted a
telephone survey of shortage areas that had not requested a provider; and
(6) tracked the retention rate of a sample of former NHSC providers. We
also obtained and analyzed data on shortage areas, requests for NHSC
providers, and ~xHSC scholarship and loan repayment recipients from nus’
Bureau of Primary Health Care; however, we did not verify the accuracy of
the Bureau's computer-generated data. In addition, we did not examine
whether or not providers would have worked in shortage areas without
NHSC assistance.

| To analyze the net federal costs of the scholarship and loan repayment

programs, we used fiscal year 1994 data provided by HHS to calculate the
average cost in 1994 dollars per promised year of service.”® To obtain the
net cost to the federal government, we excluded payments for the loan
repayment tax allowance (39 percent of the loan repayment award),” as
well as the federal taxes that scholarship recipients would pay on their
stipend payments, assuming a 15-percent tax rate. We adjusted the costs
for scholarship recipients using a real interest rate {nominal interest rate
minus inflation rate) of 3.5 percent, compounded annually. In making
these adjustments, we assumed a 7-year time lag between the first year of
training and the beginning of NHSC service for physicians and a 2-year time
lag for nurse practitioners, physician assistants, and nurse midwives.® We
did not include dentists in our cost analysis, as no scholarships were
awarded to dentists in fiscal year 1994. We also factored in default rates of
5 percent for the scholarship program (the percentage of scholarships
awarded since fiscal year 1980 for which the recipients breached their
contracts and had not begun service or started paying back the amounts
owed) and 2 percent for the loan repayment program (the percentage of

FBecause HHS was unable to provide complete data on disbursements made to individual NHSC
recipients in prior years, we were unable to use historical data for our cost analysis.

*The tax allowance payment under the loan repayment progrun is equal 10 39 percent of the loan
repayment award. This payment is intended to cover the additional tax liabslity resulting from both the
loan repayment award and the tax allowance payment, assuming a 28-percent tax rate.

¥y average, it takes a student 7 years to compiete medical school and residency training. The average
physician assistant, nurse practitioner, and nurse midwifery programs take about 2 years (o complete.
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‘{.e Loan Repae
Program

recipients who breached their contracts and had not completed service or
paid back the amounts owed).

Because we were unable to break out the $45 million field support budget
to identify the ad.ninistrative costs associated with each program, we did
not include the administrative overhead in our cost analysis. However, we
believe that administrative costs are higher for scholarship recipients
because (1) recipients receive their awards while still in training and must
be tracked and supported for a longer period of time, (2) NHSC bears the
expense of interviewing scholarship recipients but does not interview loan
repayment recipients, and (3) NHSC covers site visit and moving expenses
for scholarship recipients. In addition, we did not include the amounts that
NHSC collects for services provided by NHSC members. NHSC bills some sites
with NHSC providers for a reasonable share of the costs of NHSC members.
We excluded these collections because (1) the amount collected has been
relatively small—about $2.8 million for calendar years 1990 and 1991, the
most recent years for which data are available; (2) the collection policy
does not apply to all NHSC providers (for example, those serving under
private practice are excluded); (3) NHSC officials told us that the amounts
include collections for some providers who are not under NHSC obligations;
and (4) sites may request that the payment requirement be waived.

To determine the costs of the state loan repayment program, we used data
that Hrs officials said was compiled from participating states’ quarteriy
reports. We used data for those state loan repayment recipients funded
with fiscal year 1993 grant funds who began their service in fiscal year
1994, including the federal and nonfederal funding. HHs officials assurne
that, unless otherwise indicated, federal grant funds are used to pay for
one-half of the state loan repayment awards. Administrative costs for the
state loan repayment program are funded by the states and were excluded
from our analysis.

Our analysis of benefits of the state loan repayment program was limited
for several reasons. First, funding for the state loan repayment program is
small compared with that of the federal scholarship and loan repayment
programs. Second, several states have only recently begun to participate in
the program and have made very few awards (for example, only 2 or 3
recipients). Finally, the data available from HHs are limited, and data for
some participating states were not available. We did, however, match the
information available from HHS with the data file we obtained from the
Bureau of Primary Health Care on health professional shortage areas to
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Scholarship and Loan
Repayment Recipients

look at the priority of the areas where these providers served. We looked
at the 133 state loan repayment recipients who (1) were supported by
federal funds (2) were not dental or mental health providers, and (3) began
their obligation between July 1993 and June 1994.°! We calculated the
average priority score for 104 of the 133 providers meeting these three
criteria for whom data were available. We also used Hus' March 1995 data
to calculate the default rate for 470 state loan repayment recipients who
were supported by both state and federal funds.

To measure the retention of NHSC scholarship and loan repayment
recipients, we selected random samples of 85 from the 536 scholarship
recipients and 52 of the 210 loan repayment recipients who completed
their NHSC obligations between 1991 and 1993.% We sent a questionnaire to
the last site at which NHSC scholarship and loan repayment recipients
worked before completing their NHSC service obligations. We asked each
site to tell us (1) if the provider was still providing patient care at the
facility, and (2) for those who were no longer at the facility, the date the
provider left and whether or not the provider was still working within the
shortage area. We received responses for 73 of the 85 scholarship
recipients and for 46 of the 52 loan repayment recipients in our samples.

We used the results of this survey to estimate the rate of retention among
all NHsC scholarship and loan repayment recipients who finished their
service obligation between 1991 and 1993. We counted those who
continued to practice at the same site for at least 1 year after completing
their NHSC obligation as retained. At a 95-percent confidence level, the
sampling error associated with our estimate of the retention rate among
scholarship recipients (27 percent) is plus or minus 10.5 percentage
points; the sampling error for our estimate of retention among loan
recipients (48 percent) is plus or minus 14.6 percentage points. The
difference between these two estimates is significant at the 0.05-percent
confidence level.

We also used the questionnaire for this survey to obtain comments from
the sites on NHsSC. See appendix VI for a copy of this questionnaire.

3We used this time period to be cotparable to our analysis of the NHSC scholarship and federai loan
repayment programs.

in each case, the universe from which we sampled was limited to primary care providers and did not
include providers who received a scholarship award and subsequently received a loan repayment
award. From our universe of scholarship recipients we also excluded those who served after breaching
their contract.
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We used data provided by HHS' Bureau of Primary Health Care to
determine the number of scholarship and loan repayment providers who
breached their NHSC contracts. We used the data to count those individuals
who were in the process of training, residency, or serving their obligation;
those who had completed their obligation; and those who breached their
contracts. We also used these data to determine the status of those who
breached their contract. In order to better compare the rate of default for
the scholarship program with the loan repayment program, we used data
for scholarships awarded since fiscal year 1980. We used fiscal year 1980
because, assuming a 7-year time lag between award and start of service,
physicians that were awarded scholarships in 1980 would be available for
service in 1987, the year the loan repayment program was authorized. As a
result, we compared the rate of default for 4,073 NHsC scholarship
recipients and 1,857 loan repayment recipients in various health
disciplines, the majority of whom were physicians. Because our analysis of
the rates at which scholarship and loan repayment recipients breached
their contracts included recipients still in training or in service, the
information presented is incomplete. That is, some of these providers may
breach their contracts before completing their NHSC service obligations,
resulting in a higher rate of breach of contract.

To compare the shortage area priority scores for scholarship and loan
repayment recipients, we used the provider and shortage area data
provided by the Bureau of Primary Health Care. We matched the data for
primary care scholarship and loan repayment recipients who had in
service status codes and who had start dates between July 1993 and

June 1994 with the shortage area data, which included priority scores as of
July 1994. We used these matched data to determine the shortage area
scores for the areas where NHSC scholarship and loan repayment recipients
worked.

To compare the site priority scores for scholarship and loan repayment
recipients, we used the data for vacancy year 1993 that we matched for our
analysis of NHSC placements.

To determine the level of minority representation in the NHSC scholarship
program, we analyzed data obtained from HHS' Bureau of Primary Health
Care for scholarship awards made in fiscal year 1994. For the loan
repayment program, we obtained ethnic background information directly
from Bureau officials. The information reported on the recipients’ ethnic
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Providers

backgrounds is volunteered by the applicants. HHS does not collect
information on the ethnic backgrounds of state loan repayment recipients.

We included only primary care shortage areas and providers in our
analysis of NHSC placements. Our analysis relied on NHSC vacancy year
1993 data for two reasons: (1) it was the most recent year for which
complete data were available at the time of our analysis, and (2) data for
prior years might be less accurate or consistent because several data fields
used are not historical, according to an official in HHS' Bureau of Primary
Health Care. To assess NHSC's placement process, we obtained the
following data files from HHS' Bureau of Primary Health Care on the dates
noted: (1) scholarship award recipients as of November 1994, (2) loan
repayment award recipients as of December 1994, (3) site requests for
NHSC providers as of July 1994, and (4) health professional shortage area
designations, with data provided as of July 1994. We also used health
professional shortage area datu reported as of Deceraber 1992 to identify
dedesignation levels assigned during vacancy year 1993.

We matched site requests for a provider in vacancy year 1993 against
NHSC's scholarship and loan repayment recipient data files based on
provider social security numbers and site identifiers. We also screened the
data to ensure that providers' dates of obligation ended after the matched
vac incy's date of need. Based on discussions with an official in the
Bureau's Office of Data Management, we included providers identified as
being in some stage of default as a valid match in our sample only if they
matched on the above criteria and also had a start of service date at the
identified site. Using this methodology, we identified a total of 728 NHSC
provider placements at a 1993 vacancy on all three criteria—>555 of which
were loan repayment recipients and 173 of which were scholarship
recipients at the time of the match.* These numbers do not account for
total NHSC providers still in service during vacancy year 1993 because we
were unable to accurately match NHsC placements made in prior years. We
used this matched placement data to analyze health professional shortage
area prioritization scores, site priority scores, and other placement
characteristics.

BNHSC's vacancy year 1993 covered July 1992 through June 1993.

*Data on sites requesting NHSC providers begins with NIISC's vacancy year 1987 because data for
prior years were not available in an automated format.

%These 728 provider placements account for a total of 722 individual providers—since 6 providers
were placed and served at 2 dificrent sites during vacancy year 1993.
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Using the matched placement data, we identified the number of primary
care shortage areas that had received one or more NHsC providers in
vacancy year 1993, and the number that had requested but did not receive
any NHSC providers. We then identified the dedesignation level assigned tu
each shortage area,™ which is calculated based on the number of
full-time-equivalent primary care physicians necessary to bring the
physician-to-population ratio in a shortage area up to 1:3,500, or 1:3,000 for
areas with high need.” To determine the number of shortage areas that
received more providers than needed {or dedesignation in vacancy year
1993, we compared the dedesignation need for each shortage area
receiving a NHSC provider in vacancy year 1993 against (1) the total number
of NHsC physicians and (2) the total number of NHSC physicians and
nonphysicians (nurse practitioner, nurse midwife, or physician assistant)
placed within the area®

Using the first criteria, we considered any shortage area that received one
physician or more in excess of dedesignation need as oversupplied. When
calculating oversupplied shortage areas using the second criteria, we
cor.sidered a physician as one full-time-equivalent provider and a
nonphysician as one-half a full-time-equivalent provider, because NHSC
uses these counts when calculating staff vacancies at sites requesting
assistance.™ Using this criteria, we considered any shortage area that
received the equivalent of one nonphysician provider (one-half a
full-time-equivalent) or more in excess of dedesignation need as
oversupplied. We consider the latter count of oversupplied shortage areas
to be conservative, given that nonphysicians currently practicing in
shortage areas are not included when determining the existing level of
primary care providers within the areas. Further, these calculations do not
include NHsc providers placed in prior years that were still serving within
these shortage areas during vacancy year 1993. To identify shortage areas
requiring less than a full-time provider that were oversupplied, we

»We used dedesignation levels reported as of December 1992 for all shortage areas designated before
that date and dedesignation levels reported as of July 1994 for shortage areas designated after
December 1992,

FSome shortage areas did not have a positive dedesignation need level in the data file. To ensure
conservative estumates of oversupply, we excluded from our analysis those shortage areas requestng a
provider in vacancy year 1993 that had a dedesignation level of zero or no identified need level.

MNHSC providers placed in more than one site during vacancy year 1993 were counted once in this
analysis. We also excluded identified oversupplied shortage areas for which the oversupply could be
attributed to one or more providers replacing others, based on overlapping dates of service.

®Although NHSC incorporates these values for physicians and nonphysicians practicing at sites when

priontizing requests {or providers, the presence of nonphysician providers located in a shortage area is
not counted by HHS in calculating the arca’s overadl level of need for providers.
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NHSC’s Inability to
Address Unmet Need
in Other Shortage
Areas

Areas Did Not
Request NHSC
Providers

considered any shortage area that received more than one-half a full-time
provider in excess of dedesignation need as oversupplied.

To identify how many shortage areas hod requested a NHSC provider but
never received one, we used NHSC’s data on site vacancy requests since
vacancy year 1987 to ccunt requests for providers and placements of any
type—NHSC or otherwise.® We then counted total provider placements
within each shortage area 1o determine (1) total number of shortage areas
requesting a NHSC provider since vacancy year 1987, (2) total number that
had received a provider of any type, and (3) total number that had never
received a provider. Eecause our methodology counts any provider placed
at a NHsc-eligible site it overstates actual NHSC placements in shortage
areas,*! but we considered this the most accurate methodology available
to us given the nature of NHSC's data system. As a result, our calculations of
the number of shortage areas that have requested but not received NHsC
assistance are conservative.

To determine the reasons why designated shortage areas were not
requesting NHSC providers, we surveyed a sample of primary care shortage
areas that (1) were currently desigr-ated as of July 1994 and (2) had not
requested a NHSC provider since 1987, Using data provided by Hus' Bureau
of Primary Health Care, we identified a total of 847 geographic and special
population shortage areas—674 geographic and 173 special populations
designations—that met these criteria.*? From these groups, we selected a
random sample of 75 geographic and 50 special population shortage areas.
We used information provided by HHS' Division of Shortage Designation to
identify the appropriate point of contact, who was generally an individual
within the community or at the state level, who had originally requested or
was involved in the most recent update of each area’s designation. We
telephoned the contact person for each of the 125 areas and asked (1) the
reasons for requesting or maintaining the shortage area designation, and
(2) the reason that facilities in the area had not requested an NHSC

“Because many of NHSC's data fields are not historical, placement data on obligated providers are not
consistently documented for past vacancy years. As a result, we relied on the entry of a provider social
security number or any of seven filled opportunity status codes in NHSC's vacancy request data file to
identify a provider placement of any type within each shortage area.

“'This is because NHSC's site vacancy request data include information on non-NHSC providers, such
as those awarded under other federal grant programs, federally employed providers, and volunteers.

“An additional 89 prison or other facility designations had also never requested a NHSC provider

during this ime, but we did not include them in our analysis because they represent a very small
segment of all shortage areas.
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geographic and 47 special population shortage areas—for an overall
response rate of 93 percent.* For those respondents indicating that being
eligible for NHSC programs* was a factor to some extent, to a great extent,
or was the primary reason for updating or requesting their designations,
we assessed the reasons they provided for not having requested NHSC
providers in recent years. Based on this methodology, our survey results
are generalizable to the entire universe of geographic and special
population primary care shortage areas designated as of July 1994 that had
not requested an NHSC provider since 1987. At a 95-percent confidence
level, the sampling error for our estimate of the percentage of such areas
that wished to obtain NHSC assistance but perceived barriers to doing so
related to a lack of resources, information, or infrastructure (22 percent),
is plus or minus 8 percentage points. See appendix VII for the script of our
telephone interview.

To evaluate NHSC's site prioritization criteria, we assessed both legislated
and agency-developed criteria for prioritizing NHSC provider placements.
To determine how many primary care shortage areas make NHSC's first
screen and are identified as being of greatest shortage, we compared the
shortage area priority score assigned to each area as of July 1994 against
the cut-off score used by NHSC for areas of greatest shortage in vacancy
years 1994 and 1995.*° To evaluate NHSC's second screen for prioritizing
provider placements, we discussed NHSC's site prioritization criteria with
NHSC officials in headquarters and in two pHs regional offices. We also
compared relative site priority scores assigned to vacancies in those
shortage areas that received a provider in vacancy year 1993 against
unfilled vacancies in those shortage areas that requested but did not
receive a provider. Further, we compared the relative priority score
assigned to site vacancies that were filled by NHsc scholars and *hose filled
by NHSC loan repayment recipients.

“Of the nine nonrespondents, HHS indicated that the designations were no lorger current for four of
the shortage areas. State contacts for the remaining five said that no state o iocal contacts were
available w respond to our survey.

“Including NHSC's State Loan Repayment Program for shortage areas located in participating states
“In vacancy year 1994, NHSC required that shortage areas have a minimum score of 7 to be eligible for

an NHSC loan repayment recipient or nonphysician scholar 2nd a minimum score of 10 to be eligible
for a physicran scholar.
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NHSC Funding and Activities

The NHSC receives two appropriations: (1) NHSC recruitment, which funds
the scholarship and loan repayment awards; and (2) NHSC field, which
funds the overhead to support NHSC award recipients as well as other NHSC
activities.

As shown in figure 1.1, funding for scholarship and loan repayment
awards has varied significantly over the past 18 years, declining in the
1980s, and increasing substantially following the addition of the loan
repayment programs in 1987,

Figure

Il.1: NHSC Scholarship and Loan Repayment Funding (Fiscal Years 1977-94, Constant 1994 Dollars)

Millions of dollars

150

19 1978 19 1980 1981 1982 1 1984 1985 1988 1987 1988 19 1990 1991 1992 1993 1994

Fiscal Year

State Loan Repayment

aqeral L_can Repayment

Source GAQ analysis of information provided by HHS, Bureau of Primary Health Care

In addition to the funding for the scholarship and loan repayment awards,
the viise received $44.7 million for its field budget in fiscal year 1994. As
shown in table 1.1, the nusc field budget covers a variety of activities to
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support NHSC recipients as well as to fund other programs designed to
increase interest in primary care.

Table 1l.1: NHSC Field Activity (Fiscal
Years 1992-94)

Dotlars in Thousands

Fiscal year
Activity 1992 1993 1994
Salanies and benefits $19.905 520466 320824
Placement travel and transportation costs 1,469 1.364 1.199
Logistics 1,546 312 2é2
State cooperative agreements 3.255 5270 5,365
Recruitment 4621 4.139 6127
Retenticn 2.541 1.852 3.884
Mentoring 585 545 554
Technical assistance 1651 250 953
jumor NHSC 0 0] 9;35
Conunuing professional education 1,576 1.864 1.631
Other regional office support 490 565 334
Central cffice/other logistical 3,751 5485 2.474
Uncbligated 66 108 100
Total $41,456 $42,020 $44,720

Source: HHS, Health Resources and Services Administration, Bureau of Pnmary Health Care.

The NHsC field budget covers the salaries and benefits for (1) HHs staff who
administer the NHSC programs, (2) federally employed NHSC providers who
are providing patient care, and (3) other groups of federal employees. In
fiscal year 1994, $6.4 million of the $20.8 million for salaries and benefits
supported those individuals who administered the NHSC programs,

$8.8 million covered federally employed NHSC practitioners providing
patient care,* and the remaining $5.6 million covered salaries and benefits
for other groups of federal employees, such as pHs officers serving in the
Uniformed Services University of the Health Sciences, fulfilling pHS
obligations in NHSC assignments, and serving in nonclinical support
programs. For fiscal year 1995, the Bureau projects that for administering
NHSC programs, HHS will use 92 full-time-equivalent positions in the Bureau
of Primary Health Care and an additional 20 full-time-equivalent positions
for pHs regional office staff.

“Ths figure includes $1.3 mllion for federal employees providing patient care under an NHSC
scholarship or loan repayment obligation and $7.5 mullion for federal employees providing patient care
who are not under an NHSC scholarship or loan repayment service obliganon.
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Placement Travel and
Transportation Costs

Once NHSC scholarship recipients are matched to a site, NHSC pays their
travel and transportation costs for moving to the selected site.

Logistics

NHSC provides travel costs for scholarship recipients for visits to interview
with officials at prospective sites. NHSC also covers travel and lodging costs
for these recipients and other NHSC providers who are required to attend
onentation conferences and other NHSC-sponsored meetings.

State Cooperative
Agreements

NHsC supports State Cooperative Agreement Offices, which help in
designating Health Professional Shortage areas and developing and
supporting NHSC sites and providers.

NHSC Recruitment
angl%Retention

In fiscal year 1994, NHsc awarded $4.7 million from its recruicment and
retention funds to support the NHSC Fellowship of Primary Care Health
Professionals. Under this program, NHSC awards grants to state primary
care cooperative agreement agencies and state/regional primary care
associations to increase the recruitment and retention of health care
professionals in underserved areas. To be eligible to participate in the NHSC
fellowship student/resident experielices, a student must have completed at
least 1 year of medical or dental school or completed 1 year of training in a
certified nurse practitioner, physician assistant, certified nurse-midwife, or
mental health program.

Other recruitment and retention activities include recruitment through
advertising in professional journals, exhibits at professional meetings, a
1-800 telephone line, mailings to students, and application materials as
well as continuing professional activities opportunities and materials.

Mentoring

NHSC supports two mentoring networks—one with the National Medical
Association (¥NMa), a professional organization representing minority
physicians, and another with the Interamerican College of Physicians and
Surgeons (I1CPs), a national Hispanic Medical Association. The overall goal
of the National Minority Mentor Recruitment Network, supported by NHSC
and NMa, is to increase the number of African American and other minority
medical students in careers in medicine and to provide support to minority
students during their medical school education. The purpose of the
National Hispanic Mentor Recruitment Network (NHMRN), supported by
NHsSC and ICPS, is to establish a linkage between Hispanic medical students
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Technical Assistance

and practicing primary care physicians, primarily of Hispanic background,
to foster mentoring relationships. Both mentor networks inclvde a
national database of physicians who have volunteered to serve as mentors
te assist minority students during their medical training.

Unadl fiscal year 1994, technical assistance was generally limited to
exasting federally funded health centers—assistance had not been
provided to sites eligible for NHSC funding that had not received other
federal funds or to communities wishing to develop a facility where one
did not exist. Beginning in fiscal year 1994, NHsC began efforts to address
the needs of those sites not covered in the past. According to Hus officials,
technical assistance is focused on assisting communities and sites to
better understand their roles and responsibilities in recruiting and
supporting their NHSC health professionals.

NHSC used approximately $163,000 of its fiscal year 1994 technical
assistance funding to develop a comprehensive NHSC site development
manual. According to NHSC officials, the site development manual is
intended to assist communities in setting up the primary health care
infrastructure necessary to become viable for NHSC placements. This
manual will be provided to pHs regional offices, state cooperative
agreements offices, and primary care associations.

NHsC also awarded a technical assistance contract in fiscal year 199.4.
Under this contract, a site or community interested in obtaining technical
assistance initiates a request to NHSC, although PHS regional offices may
also initiate a request on the behalf of a community. To be eligible, the
community or site must be located in an area that is either designated as
or is preparing to become designated as a health professional shortage
area; however, the site need not be currently approved for NHSC placement.
In fiscal year 1394, NHSC spent about $28,000 for contract start-up costs and
spent an additional $56,000 in response to 18 requests for technical
assistance. In fiscal year 1995, NHsC has spent about $300,000 in response
to 54 requests for technical assistance and for special projects.'” These
activities include developing guidance materials, conducting training,
planning a dental site development conference, and educating state and
regior.al health care officials about NHSC and the benefits of technical
assistance.

“"These represent requests from 17 individual sites in fiscal year 1994 and from 47 individual sites in
fiscal year 1995,
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The Junior NuscrJunior Headth Careers Opportunity Program is a 3-yvear
demonstration vrant program. The goal of the program is to increase the
number of primary care professionals who come {rom disadvariaged
backgrounds. Federally funded health centers receive lunds for projects to
expose oth to F2th grade students from disadvantaged oackzeonnds to the
various primary care {(elds through oassite and community experiences.
The program aso provides the students with the necessary prerequisite
skills i mathematices, science, and communication and stimulates and
remforcees thewr interest i their own health and in providing care in
underserved communities. The projects must involve a formal
arrangement between the participating health center and an nstitution of
higher education that has Healtn Careers Opportunity Program grant
funding through fscal vear 1996,

sise provides clinteal support funding to NHse providers so that they can
keep current m thewr professional disciplines. NHse supports clinical
coordimators, and provides stipends to xisc providers to attend training
conferences and professional meenngs.
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The NHsC loan repayment program is substantially less costly to the federat
government than the scholarship program. In comparing the fiscal year
1994 awards for scholarships and loan repayment, we adjusted the costs as
follows:

To calculate the net cost to the federal government, we excluded the NHsc
payment to cover loan repayment recipients’ increased tax liability
resulting from the award (because this amount will be paid back to the
federal government in the form of federal income taxes, generally within 1
year). We also excluded the taxes that scholarship recipients would be
expected to pay on the 39,804 annual stipend, assuming a 15-percent tax
rate.

Under the scholarship program, benefits to the federal government occur
years after funds are expended. For example, in the case of physicians in
their first year of training, 1994 funding purchases their service in 2001. We
thus treated scholarship funding as an investment. To compare the loan
repayment and scholarship programs, we computed what the cost for a
scholarship recipient—including the time value of money—would be in
the year when the payback is realized. For example, in the case of
physicians beginning training, we computed the cost for 2001, the year in
which the recipient of a 1994 scholarship will begin to provide service in a
shortage area. We used a real interest rate (nominal interest rate minus
inflation rate) of 3.5 percent, compounded annually. The real interest rate
reflects the opportunity cost of money (tied up for scholarship funding in
this case) or what the money would have earned if invested in real terms.
The result is the cost of a physician in 2001 expressed in 1994 dollars
(because we used the real interest rate) under the scholarship program. In
contrast, under the loan repayment program, outflows of federal funds and
benefits to the government occur simultaneously. Thus there is no need to
consider the time value of money. If we assume the per recipient cost in
future years increases only by the rate of inflation, the cost per recipient in
future years will remain unchanged in real dollar terms. For example, the
cost of a physician in 200} will be the same as the cost of a physician m
1994, in 1994 dollars. This enables us to compare the costs of scholarship
and loan repayment programs.

Because NHSC scholarship and loan repayment recipients who receive
awards but do not complete their service obligation are an additional cost
to the program, we included adjustments based on historical program
default rates. For scholarship recipients, we used a 5-percent rate of
default—the rate for those awards since fiscal year 1980 where the
provider had not begun service or payback or no longer had an obligation

Page 32 GAO/HEHS-96-28 NHSC Programs



Appendix ITI
Costs of NHSC Recipients

to the NHsC. For loan repayment recipients, we used the program'’s
2-percent default rate.

To illustrate the effect of these adjustments, table III.1 shows the
adjustments on the average costs for fiscal year 1994 awards to allopathic
physicians.

Table I1.1: Cost Adjustments for Fiscal
Year 1984 Scholarship and Loan
Repayment Awards to Physicians
(M.D.s)

Fiscal year 1994
average cost per year

of service
Loan
Adjustment Scholarship repayment
No adjustments $32,387 $31.954
Adjusted to make federal tax neutral 30916 22,989
Adjusted for taxes and for time lag 38,225 22,889
Adjusted for taxes, time lag, and default 40,237 23,458

To compare costs under the NHSC state loan repayment program with those

D of the scholarship and loan repayment programs, we used available data

for state loan repayment recipients who began their service obligations in
fiscal year 1994. Because these providers were funded, in part, by fiscal
year 1993 grant funds, we adjusted the costs to be comparable to the fiscal
year 1994 grant awards and included a factor for default. Table II1.2 shows
the adjusted costs for fiscal year 1994 scholarship and loan repayment
awards as well as for state loan repayment awards for service beginning in
fiscal year 1994.
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Table 1I.2: Adjusted Cost Per Year of
Service, by Discipline, tfor NHSC
Awards (Fiscal Year 1994)

Loan State loan

Type of discipline Scholarship* repayment® repayment®
Allopathic physician (M.D.) $40,237 $23.458 $15,508
Osteopathic
physician (D.0.) 42,150 26,802 22,548
Physician assistant 23,945 15,642 9,482
Nurse pracutioner 23,147 15,857 5,579
Nurse migwife 28,569 11,904 3,119
Discipline not provided (primary care) not not

applicable applicable 16,630

Stncludes wition, stipend. and fees less the federal taxes a scholarship recipient would pay on the
stipend, assuming a 15-percent rate. Adjusted at a 3.5-percent real interest rate 10 refliect the time
lag between scholarship award and service and for a 5-percent default rate. Uses a 7-year ime

lag between the first year of traning and service for physicians and a 2-year tme lag for

nonphysicians.

®Exciudes 39-percent tax allowance payment and adjusted to reflect a 2-percent default rate.

cAmounts for awards made in fiscal year 1994 with fiscal year 1993 grant funds. Adjusted for the

1-year time lag at a 4-percent rate and for a 3-percent detault rate.
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Comparison of Priority of Placement Sites

Using available data for NHSC placements in recent years, we found no
significant difference, on average, between the priority scores of
placement sites of NHSC scholarship and loan repayment recipients.
Shortage areas are scored on a scale of 0 to 25, while site applicarions are
scored on a scale of 0 to 40, with a higher score indicating a higher
priority. While HHS does not maintain historical data on placements as to
the priority of the shortage areas, we analyzed the most recent available
data for NHSC placements made between July 1993 and June 1994. This
analysis shows that although the scholarship recipients had higher average
scores for some disciplines, the average scores for total placements were
comparable (see table [V.1). Similarly, available data for NHsc placements
made in vacancy year 1993 show the average site priority score was
similar for scholarship and loan repayment recipients (see table [V.2).

Table IV.1: Shorlage Area Priority
Scores for Providers Beginning
Service (July 1993~June 1934)

Scholarship Loan repayment

Tabie iV.2: Site Priority Scores for
Placements (Vacancy Year 1983}

Average Number Average Number
Provider discipline score placed score placed
Physician é&steopamic) 15.40 3 Tt 52 71
Physiciantaliopathic) 1490 21 "335 223
Nurse midwife 14.58 2 .00 18
Nurse practitioner 12.95 21 "375 40
Physician assistant 12.55 44 "363 87
All disciplines 13.49 103 13.52 445

Scholarship Loan repayment

Average Number Average Number
Provider discipline score placed score placed
Physician (osteopathic) 27.75 o =31 77
Physician (allopathic) 27.31 81 25.83 254
Nurse midwife 29.00 14 2436 23
Nurse practitioner 28.58 24 251 —gf
Physician assistant 24.79 23 VasNoH 134
All dis<iplines 26.82 173 2835 555

Data on the site and shortage area priority for state loan repayment
recipients are limited. Because each participating state runs its own
program, NHSC does not score the priority of the sites. Available data for
state loan repayment recipients who began service during the sarne

**This covers the period from July 1992 to June 1993 and was the most recent year $wr whach site
priotity scores were available.
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timeframe indicate that the average shortage area priority score was not
significantly different than the federal program, with an average score of
12.8.
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Ethnicity of NHSC Award Recipients (Fiscal
Year 1994)

Figures in percent

Loan

Scholarship repayment

American Indian 0.2 0.0

Asian 4.2 5.0

Black 21.2 17.9

Hispanic 77 Q.7

White 571 556.2
Native Hawaiian/

Pacific Islander 0.4 0.4

Not orovided 9.1 1.8

Source: GAO analysis of information provided by HHS. Bureau of Primary Heaith Care
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GAO Survey of Facilities That Use NHSC

Providers

Information about National Health Service Corps Providers

Introduction

Please answer the following questions about:

Provider: (provider name)

Date this provider’s NHSC (National Health
Service Corps) service obligation began at

your site: (NHSC start date)

Date this provider’'s NHSC Obligation
Ended: (NHSC end date)

1. ls (provider name) still workis
your facility?

[ 1yes
[ 1 no---> Skip to question 3.

2. Not counting vacation, leave (sick,
family, or medical), or required
training, has (provider name)
provided patient care at your facility
without interruption since (NHSC end
date)?

[ 1 yes—-> Skip o question 6.
{1wo

NN NN
mo. day yr.

4. Did {provider name) return to your
facility to previde patient care at any
point after the date you entered in
questien 37

[ ]yes
[ 1no

5.  Since (provider name) left your
facility, has he/she provided patient
service at any other facility within
your health professional shortage
area (HPSA)?

[ Vyes
[ Jno
[ ] don’t know

{for loan repayment recipients only)

6. Was (provider name) providing
patient care at your facility
immediately prior to (NHSC start

date)?

{ ]yes—-> On what date did this
provider first begin
serving patients at your
facility?

L L -1 1]

mo. day yt.
tIno

Please continue on next page--->

Page 43

GAO/HEHS-96-28 NHSC Programs




Appendix V1
GAO Survey of Facilities That Use NHSC

Providers

Information about National Health Service Corps Providers

7.  Please enter any comments you might have on the National Health Service Corps in
the space below.

8.  Please enter the name and telephone number of the individual who completed this
survey, and the date the survey was completed.

name:

phone #:  ( )]

date
completed: [ [ [~/ [ I~ [ /

me. day yr.
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GAQO Telephone Survey of Shortage Areas
That Have Not Requested NHSC Providers

Please enter the name of the HPSA you are calling:
Encter respondent’s Name:
tnter respondent’s Telephone Number:

Hello, I'm from the U.S. General Accounting Oflice.
About a week or two ago we sent you a letter notifying you that we
were conducting a study for the U.S. Congress on the Health
professional Shortage Area system and the National Health Service
Corps.

As part of our study we are collecting information about a random
sample of current Health Professional Shortage Areas. According to
federal records you are the contact person for one of the Shortage
Areas in our sample--{insert name of HPSA here].

We’'d like to ask you a few Questions about this [ingert HPSA type]
Health Professional Shertage Area,
£

b

More specifically we'd like to know

1} why a Health Professional Shortage Area designation was
requested for this community, and

2) what applications, if any, facilities in the community have
submitted for National Health Service Corps vacancies.

This interview should take approximately 10 minutes to complete.
Is it convenient for you to talk now or would you like to schedule
this interview for another time?

1. According to federal recoxds, [insert HPSA’s namel‘s
designation as & Health Professional Shortage Area was
[reguested/last updated] on /__/__/__/ [give date].

At that tims, what wexs the reasons this [population/areal
wished to ba designatsd as a EHealth Professional Shortage
Area?

(Record response.)

[ ) Don’t know
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I‘m going to read a list of possilble reasons why a community
might want to be designated a Health Professional Shortage
Area. I‘d like to know TO WHAT EXTENT each was a rsason why
you [applied/last updated) ‘s {insert HPSA name)
designation. Please indicate your response in 1 of 3
categories--either ‘to little or no extent’, ‘to some extent’,
or ‘to a great extent’.

To what extent did you request or update this designation...
If population HPSA skip to b.)

...80 that health care providers in your commnity would
receive an additional 10% reimbursement from NMedicare...to
*little or no," to “"some,*® or to a *great® extent?

{ ] To little or no extent

[ ] To scme extent @

{ ] To a great extent

{ ] Don‘t know

...80 that facilities in your community could apply for
National Health Service Coxps providers...to *little or no,* to
*golme," Or tO a "greart® extent?

] To little or no extent
] To some extent

] To a great extent

] Don't know

...to qualify clinics in the area as Rural Health Clinics?

To little or no extent

To scme extent

To a great extent

N/A wouldn't gqual. for RHC even with HPSA desig.
Don’t know

...80 that facilitles in your community could apply for your
state’s loan repayment or scholarship program, if there is one?

To little or no extent

To some extent

To a great extent
N/A--state doesn’'t have LRP
Don’t know

+o.to qualify for funding or other resocurces from any other
federal, stals, oxr local programa--such as the J-1 visga or any
othar program?

[ ] To little or no extent
[ ] To some extent---—-==wmw- > What othexr programs?

Page 48 GAO/HEHS-96-28 NHSC Programs



Appendix VII
GAO Telephone Survey of Shortage Areas
That Have Not Requested NHSC Providers

23

d4a.

] To a great extent------- > (List and describe )
[ ] Den't know

...for any other reasons you haven’t mentioned so far? (List
and describe.)

Taking all this into account, what was the PRIMARY reason why
you {applied for/last updated) ‘s [insext EPSA name)
designation as a Health Professional Shortage Area?

(Don’'t read responses. Check one.)

{ ] So thar facilities in the community could apply for
NATIONAL HEALTH SERVICE CORPS providers

[ 1 lonly for geographic HPSAS): So that health care
providers in the community would receive an additional
10% REIMBURSEMENT FROM MEDICAR

{ 1 So that facilities in the communicty would be eligible to
apply for the STATE LOAN REPAYMENT Program

[ 1 So that clinics in the community would qualify for
funding or other resources from the federal RURAL HEALTH
CLINIC Program?

{ 1] So that facilities in the community would qualify for
funding or OTHER resources from other federal, state, or
local PROGRAMS---->(List and rescribe.)

{ ] Other--->(Describe.)

According to fede il records, from Octobsr 1, 1886 to the
presant, thare have been no regueats from anyona in the
. [Ansert HPSA nams] Nealth Professiocaal Shortags Area
for Matiomal Hsalth Ssivice Corps providers.

To your knowledgs, have there besn any reguests since Octobsy
1, 19882

[' ] Yeg-—~-mm=m-- >{go to guestion 4a)

{ ] No (skip to question 5).

[ ] Don’'t know (skip to question S).

Do you knowr (1) whan thess reguests ware mada, (1) how many
providers wore reguested, or (3) what types of providers were
roQuested?

In your opimiom, why haven’t facilitiss in your Eealth
Profesalonal Shortage Arsa raguestad any Natiomal Eealth
Service Corda providars over the past several years?

{Record response.)
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To your knowledge, are any facilities within this Health
Profeazional Shortage Area using your state’s loan repayment orxr
scholaxrship program, rathexr than the national NESC programs?

{ ] Yeg~---mmwwo-r >{go to gquesticn 6a).
{ ] No (skip to question 7).
{ ] Don’'t know {skip to question 7).

6a. In your opinion, why have these facilities opted for the state-
leaval program rather than the federal NEHSC program?

7. That’s all the gquestions I have for you. Is there anything
slse you’d like to mantion about the Health Professional
Shortage Area systex or the National Health Sexvice Corxrps?

{Record response.)

We appraciata your taking the time to :uapo@ to our Questions.
Wa'll send you a copy of our rey~—t whem it is issued. Is your
current mailing address ?

(read address we have for the respondent...)

DI £ e s >{enter new address...)

Thank you again for your tims.
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Comments From the Department of Health
and Human Services

: DEPARTMENT OF HEALTH & HUMAN SERVICES Oftice of Inspacior Genarst

T Washington DC. 20201

0CT 20 935

Mr. Mark V. Nadel

Associate Director, National
and Public Health Issues

United States General
Accounting Office

washington, D.C. 20548

Dear Mr. Nadel: %

Enclosed are the Department’s comments on your draft report,
*National Health Service Corps: Opportunities to Stretch Scarce
Dollars and Improve Provider Placement.* The comments represent
the tentative position of the Department and are subject to
reevaluation when the final version of this report is received.

The Department appreciates the opportunity to comment on this
draft report before its publication.

Sincerely,

,A&Mn

June Gibbs Brown
Inspector General

Enclosure

The Office of Inspector General (0IG) is tramsmitting the
Department’s responsa to this draft report in our capacity as
the Department’s designated focal point and coordinator for
General Accounting Office reports. The OIG has not conducted
an independent assessment of these cowmments and therefore
expresses no opinion on them.
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Department of Health and Human 3Services Comments ~n :

~he General Accounting Office Draft Report, i

"National Health Service _orps: i

Jpportunities to Stretch Scarce Dollars and ‘
Improve Provider Placement”

Sener -~ g

The [Cepartment i1s appreciative of the work performed by the
General Accounting Office {(GAQ) and the recommendations made
soncerning maximizing the effective use of scarce dollars and
improving provider placement. The report is complimentary
cvera.li of the Nat:onal Health Service Corps (NHSC) efforzs to
reer the needs of the underserved, and the Department will take
£ acccocunt 1ts recommendations in improvang an already ]
s tive primary care service program. :

The GAO examined the relative merits of the scholarship and loan
repayment programs, and concluded that the loan repayment program
15 both mecre cost-effective and does as good a job in placing
NHSC clinzcians in high need sites. The Department .g supportive
2f both programs, which are complementary in nature, nas
crovided more detalled responses below. ?%g

The SAO also criticized the NHSC for not placing clinicians in as
many shortage areas as possible. The Department has responded 1o
some detail on this issue, explaining its placement policies and
rationale, including trying to balance conflicting placement
obiectives prescribed by statutory language.

Macters for Congressional Congideration:

Congress should consider amending the Public Health Service Act
to:

(1} Either (a) direct the Secretary of HHS to use the lcan
repayment program, rather than the scholarship program, to
meet. future NHSC needs, or (b} authorize the Secretary
greater discretion to allocate larger amounts of NHSC
funding than currently allowed through loan repayment
awards.

Department Comment:

The Cepartment does not concur with recommendation (a), and
concurs with recommendation (b).

While we understand that the loan repayment program may be
seen as a more immediate, flexible response to contemporary
needs, we believe that GAO has overlooked some important
features cof the Scholarship Program which argue for granting
~he Secretary the flexibility to distribute awaras between
~he Loan Repayment Program {LRP) and the Scholarship
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Program. The Scholarship Program offers a planned
acquisition of resources and should be recognized as
building infrastructure and establishing a pipel.lne for
future providers. It allows the NHSC to compete earlier in
the market, theraby influencing the pool of providers
available at a later date by obtaining a commitment to
primary care. The Scholarship Program enables scholars to
meet thelr goals while meeting our goals. The NHSC
Scholarship Program assists communities which are unable to
compete equitably and effectively for health care providers
in the private marketplace or even within our own systems.
Additionally., the Scholarship Program provides important
linkages between the NHSC and academia, encouraging scholars
to provide hands-on health care to the underserved in
sertings which offer valuable experiences to scholars before
they serve, and better preparation for serving in an
underserved area. Through sharing their experiences with
classmates who are not scheclars, scholars influence the
future practices of their contemporaries. The way the LRP
is administered, individuals who apply know which sites are
neing offered before they sign LRP contracts. The LRP’s
decision to allow individuals to incur obligations at the
time they are available, was designed to balance the
Scholarship Proaram provisions which require individuals to
commit to service prior to choosiug specialties, prior to E%
kxnowing which sites will be available, and at a point in =
time when future family circumstances :.re unknown. The LRP
and the Scholarship Program have been and should continue to
be used in concert to balance the needs of the NHSC. It is
for these reasons that we believe that the Secretary should
have the flexibility to distribute awards between the two
programs.

Felaced to this issue is the current statutory reguirement
that 1C percent of the schcolarships be awarded to Nurse
Practitioners (NPs), Physician Assistants (PAs), ana
Certified Nurse Midwives (CNMs). The Department would
prefer to have more flexibility to use more loan repayments
versus scholarships for NPs, PAs, and CNMs.

In addition, many scholarship recipients come from families
which would have great difficulty borrowing the amounts
required to pay for college, let alone medical school. They
often come from minority and disadvantaged backgrounds. The
LRP, as adminmistratively implemented, requires the
par.icipants to ccmplete training before entering the
program. If a student cannot obtain the money with which to
go to school, he/she will never benefit from the LRP. The
Scholarship Program enables these students to complete
training and become professionmals. These studenrs and
fuzure clinicians would be lost to the NHSC and underserved
populacions without the Scholarship Program. Morecver, as
health professicnals they serve both ag providers,
frequently to their communities or populations of origia,
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3

and as role models for other members of their groups. It is
therefore extremely important to maintain an active
Schelarship Program in order to attract economically
disadvantaged students to clinical practice.

We believe that the NHSC needs both the scholarship and loan
repayment programs. We increased the investment in loan
repayments LO approximately 60 percent last year.

n:ngxessj Qni] ans] dg:a;] Qn:

(2} Rliminate the option for NHSC scholarship recipients to
fulfill the service obligation under the National Regearch
Service Award.

Departmens Comment:

The Department concurs. The National Research Service Award
(NRSA) Program does not accomplish the goals of the NHSC to
provide direct patient care in underserved areas and the
Department would like to see this option removed from the
Program’s statute. In fact, due to a 1993 amendment of the
NRSA program, which allowed an NHSC scholarsbip recipient to
satisfy an NHSC scholarship cbligatiom by accepting
additional NRSA funding, the NRSA option is even less
desirable. However, we believe that this option has
minimally limited the Scholarship Program’s effectiveness.
Less than & percent of the NHSC scholarship service
obligation completions have been through the NRSA Program.
As of September 17, 1995, 9,466 NHSC scholarship recipients
had completed their obligations by providing direct patient
care in underserved areas and only 360 scholars had
satisfied their obligations with research and/or teaching
through the NRSA Program. Ar the present time, only 42
scholars remain in the NRSA Program with just 2 scholars
submitting their intent to apply for a NRSA research
training fellowship to start in July 1996.

Congressicnal Consideration:

{3) Rliminate any existing statutory barriers to the use of
flexible work schedules for providers fulfilling their
obligations.

I»] * o

The Department concurs with the recommendation to permit

flexible work schedules (for which there is no statutory

barrier) and has besen doing so for some time. The program
has permitted NHSC clinicians to fulfill their commitment in
two or more Health Professional Shortage Areas  (HPSAs),
provided that each HPSA is a priority HPSA and the total
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practice is full-time. These flexible work schedules “ave
nelped facilitate meeting the needs of several priority
HPSAS.

The Cepartment does not concur with the implied

reccrrendation to permit part-time work, which is precluded

oy tne starute. The statutory requirement is that all NHSC
clinicians must be in full-time practice of their clinical

specialty during their period of obligated service. We are

cognizant that in scme cases part-time employment would

permit cbligated clinicians more flexibility to raise

families and meet other objectives. However, there are !
several other concerns which outweigh this flexibility. The i
communities to which these clinicians are assigned are truly
needy; part-time service would do less to meet a community’s
needs. In addition, there is concern over the potential for
a provider’s competing interests to conflict with their
commitment to the underserved. However, the program does
encourage sites to provide more flexible options to retain
providers once they have completed their period of cbligated i
service. PFinally, there are additional costs incurred in

tracking scholars and loan repayers 1f their period of

obligated service is extended, and in interest Costs s
associated with additional years of loan repayments. %%?

GAQ Rezommendation:

In order to better targer its limited resources, GAO recommends
that the Secretary of HHS:

(1) Apporticn future NHSC funding to use the loan repayment
program to the maximum extent allowed by law. Similarly,
assess whether the benefits of the state loan repayment
program, which is less costly, are such that would warrant
greater use of the program.

Department Comment:

See also the Department’s response to the first
Congressional Consideration, above. GAO argues that part of
their raticnale for recommending loan repayment over
scholarships, is that loan repayment is more cost-effective.
In determining the cost effectiveness of the two programs,
it shculd be noted that the Scholarship Program pays
tuiticn, fees and expenses at the contemporary rate, while
the LRP pays a *deferred cost® for the education and the
accrued interest. One might argue that the actual cash
osutlay is less for the Scholarship Program since only the
ac-ual costs are paid rather than the additional costs of
interest on student loans. An additional complicating
factor in the calculation of cost-effectiveness ig the fact
that some student locans do not allcow deferral of the debt
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repayment. Therefore, some studant loans have been paid
dewn and the LRP 18 only capturing and repaying a portion of
the total cost. This, while advantageous to the Pederal
Government, 15 not a true representation of the educational
costs. This phenomenon may be seen in the increasing
average debt load of the LRP physician participants from
approximately $70,00C in 158% to $109,200 in 13995,

State Loan Repayment Program (SLRP) benefirs need to be
carefully evaluated since the areas targeted and the
financial assistance offered vary significantly among the
States.

GAQ Recommendation:

(2) Assess veasons why a significant number of eligible areas
are not applying for NHSC resocurces, and expaad technical
assistance and other efforts to address potential barriers
to accessing this program.

Repariment Comuent:
The Department corcurs with this recommendation, and is o,
expanding its technical assistance efforts. The NHSC has -

undertaken efforts to both reach out to naw communities
which have :1dentified needs, but haven't requested NHSC
assgistance, and to cther communities which have requested
NHSC assistance, but who haven’t develcped support systems
and infrastructures to adequately support NHSC providers.
The areas identified by GAC will be evaluated; the technical
agsistance contractor is identifying additional designated
areas that have not applied for NHSC assistance in order to
target their efforts; and NHSC has begun a "marketing to
sites” effort through associations representing communities
and populations (National Rural Health Association,
Association of State and Territorial Health Officers,
National Association of County Health Officers, etc.) to
inform them of the NHSC program and the availability of
technical assistance.

The NHSC has also sought more State involvemenat in primary
care access planning and fystems development, and in
providing technical assistance with their own resources
directly to communities and sites. The NHSC, through some
regicnal cffices, has held site development workshops,
inviting site administrators to participate. The NHSC is
considering expanding these efforts, and is also considering
dther ways O reach out to noatraditional partmers in this
effort, including working with other organizations that
represent underserved populations and communities in need.
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SAQ Recommendarion:

'31  To pesiticn NHSC o assist as many shortage areas as
pcssible, discontinue the current practice of placing
providers 1n shortage areas in excess of identified need
while other el:gible applicants are underserved. In
addiz:ion, modify placement criteria to include a single
measure O>f need that {a) counts ncnphysician providers and
NHSC providers currently in service, and (b) specifies the
minimum nurber of providers needed to relieve shortages.

Cepartment Comment:

The Cepartxent does not concur that the only goal of the
NHSC 13 “...ro assist as many shortage areas as
possible. ... " the NHSC attempts to balance this goal of
putzing providers in as many shortage areas as possible with
the need for retention of these providers beyond their
pericds of obiigation, which begins to address long-term
needs for pramary care professionals. Retention factors are
included both by taking provider interests into account in
identcifying placement opportunities and in assuring adequate
support systems at placement sites.

The 1:3,500 threshold of primary care providers to
population is a useful tool to identify health professional
shortage areas put not for provider placement. A ratio of
1:1,3%00 or 1:2,000 18 more reflective of the number of
providers necessary to provide primary-first contact,
continucus, comprehensive care based on a preventive
fcundation. While the "designation threshold® currently
remains 1:3,5C0, NHSC does not consider exceeding the
1:3,500 threshold as "excess placement."™ There are several
factcrs which govern NHSC placements. Among them are the
follzwing:

The nurber of clinicians that are needed to provide primary
care--first COnRtact, continuous, comprehensive care built on
a preventaive foundation--more closely approaching the
1:1,500-1:2, 000 number.

Many sites lack the infrastructure to support providers. To
maintain an effective practice, primary care providers need
suppcrt systems, referral networks, office and patient care
space, salary and benef1it packages, all of which are a
community and/or site responsibility. If a site is not
viable, a provider placed there will not be able to function
effeczively, will not remain at that site after the service
obligation 1s completed, and may even have to be tranaferred
o another site before the service cbligation is completed.
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Regarding (a) in the GAQ recommendaticn, it needs to be
berne in mind that physician assistants must practice under
the direct supervision of a physician and most nurse
practitioners prefer to have a physician relatively near by
for consultation and referral. The GAO argues that NPs,
PAs, and {NMs should be counted in determining relative need
for high pricrity sites. However; because of varying
practice patterns, lack of uniform data from State-to-State
and gite-to-site, and due to their required or likely

| practice as part of inter-disciplinary teams, it is
complicated to include their “count™ in determining relacive
need. The Department does agree that if such data were
available, NPg, PAs, and CNMs should be considered in
assessing the relative need for providers.

| Regarding (b) in the GAO recommendation, the Department non-
{ concurs for the reasons cited above. The 1:3,500 ratio is
useful for identifying shortages, but not for making
placement decisions. The Department must necessarily
balance conflicting goals of placing NHSC providers in as
many shortage areas as possible, with ensuring that they
work 1n viable sites and they continue to work in service to
tne underserved beyond their period of cbligated service.
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