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INTRODUCTION

Definition of Terms

The concept of using nonphysician health
professionals to perform basic medical services
traditionally provided by physicians emerged in
the mid-1960’s amidst widespread concern over
a perceived physician shortage. Variously re-
ferred to as new health practitioners, mid-level
practitioners, or physician extenders, they were
seen as a way to increase the availability of
health care services, particularly in primary
care. Although no single term adequately rep-
resents the categories of professionals who com-
prise this group, the term physician extender is
used in this case study when general reference is
being made to them. This term encompasses
nurse practitioners (NPs), physicians’ assistants
(PAs), and Medex, a group of former military
corpsmen who apply their skills in civilian life.

The present analysis highlights data on NPs.
However, the data that exist make it difficult to
focus on NPs exclusively. For that reason, data
on the various types of physician extenders are
incorporated into the analysis where such data
are relevant for comparative purposes or in
cases where similarities in experience merit a
broader discussion. The distinctions among
NPs, PAs, and Medex derive from differences in

legal requirements, training, and functions (see
appendix). In the wide variation of experience
documented for different practice settings, how-
ever, these distinctions often break down. As a
result, attempts to distinguish between NPs and
PAs understandably lead to broad definitions of
roles such as those quoted by the Graduate
Medical Education National Advisory Com-
mittee (32):

[A physician’s assistant is] a skilled person
qualified by academic and practical on-the-job
training to provide patient services under the
supervision and direction of a licensed physi-
cian, who is responsible for the performance of
that assistant.

Today’s nurse, operating in an expanding role
as a professional nurse practitioner, provides di-
rect patient care to individuals, families, and
other groups in a variety of settings . . . . The
nurse practitioner engages in independent deci-
sionmaking about the nursing needs of clients,
and collaborates with other health professionals,
such as the physician, social worker, and nu-
tritionist in making decisions about other health
care needs. The nurse working in an expanded
role practices in primary, acute, and chronic
health care settings. As a member of the health
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care team, the nurse practitioner plans and in-
stitutes health care programs.

The actual roles of PAs and NPs depend on
their work settings. In some cases, the functions
the two perform are virtually identical; in
others, they are very different. PAs are intended
to operate essentially as physician substitutes
for routine primary care. NPs, while trained to
assume medical tasks, come from a tradition
based on fundamental nursing concepts stress-
ing aspects of patient care not usually provided
by physicians.

The scope of this analysis is limited by in-
adequacies in the available data. Although there
is a rather extensive body of literature on physi-
cian extender practice in a variety of different
practice settings—private physician practice,
prepaid group practice (PPGP), hospitals, and
other organized settings that operate on either a
fixed budget or fee-for-service basis) —some
general problems, as noted by Schweitzer (87),
appear consistently in the available studies: nar-
rowness of site coverage, incomprehensiveness
of variables considered, and weakness of the re-
search design. Studies often focus on a single
site or small nonranciom groups of sites. A num-
ber of studies were conducted shortly after the
physician extender entered practice and there-
fore leave issues regarding maturity unresolved.
Many studies do not adequately identify po-
tential biases influencing the research findings
or later interpretation of those findings: In some
of them, the impact on the research results of
factors unique to the type of practice setting
being examined is not specified; in others, the

COST= EFFECTIVENESS ANALYSIS

Limitations of a CEA of
Physician Extenders

Encouragement of NPs and PAs as an innova-
tion in the delivery of primary care services is
based on their potential to improve access and
to lower costs without compromising quality.
This promise derives from several basic assump-
tions (18):

● physician extenders can perform basic and

researchers conducting the study may be ad-
vocates for the physician extender concept.
Finally, from the perspective of cost-effec-
tiveness analysis (CEA), perhaps the most seri-
ous problem is a dearth of information specifi-
cally defining what medical care tasks physi-
cian extenders are qualified to perform. Without
this information, comparative analysis between
physician extenders and physicians is limited.

supply

Before 1970, there were fewer than 2,OOO for-
mally trained physician extenders. Currently,
there are roughly 22,OOO physician extenders in
active practice: 13,000 NPs and 9,000 PAs (18).
The Congressional Budget Office (CBO) esti-
mates that 2,000 NPs and 1,500 PAs and Medex
graduate annually. Assuming continuation of
Federal funding at the present level, CBO es-
timates the supply of physician extenders by
1990 will exceed 56,000 (18). While budget-
ary constraints might preclude a decision to
further increase training opportunities, the de-
mand for training positions, as reflected cur-
rently by a high ratio of applicants to available
positions, would not be an obstacle (25,101).
Assuming continuation of current trends, how-
ever, physician extenders will continue to rep-
resent a very small group of health profes-
sionals. For purposes of comparison, it should
be noted that the number of physicians is ex-
pected to rise from the present 400,000 to
594,000 by 1990 (18). This increase alone
eral times more than the total number of
cian extenders.

is sev-
physi-

routine medical care tasks traditionally per-
formed by physicians;

● physicians working in concert with physi-
cian extenders will thus be free to focus on
more serious and more complex medical
care problems;

● training costs for physician extenders are
cheaper than training costs for physicians;

● lower costs associated with physician ex-
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tender services will result in lower prices
for the services provided; and

. improved access resulting from the addi-
tion of physician extenders to the health
care team will increase the frequency of
early detection of disease and thus reduce
medical care expenditures.

A number of issues concerning appropriate
training, task delegation, performance quality,
physician and consumer acceptance, costs, pro-
ductivity, and barriers to practice have con-
strained the realization of physician extenders’
potential. The importance of these concerns is
illustrated by their dominance in published re-
search. Only recently, with several exceptions,
has cost effectiveness provided the framework
for analysis of physician extender practice
(69,71). The most recent contributions to CEA
of physician extenders are a synthesis of related
research and its application to cost-effectiveness
questions published by CBO (18), and an ex-
haustive review of literature on task delegation,
productivity, and cost by Jane Cassels Record
(70).

The focus on literature review and synthesis
in these studies reflects, in part, the data and
methodological problems associated with con-
ducting a pure CEA in this area. Data from ex-
isting studies are insufficient to meet the re-
quirements of a thorough CEA. Moreover,
while the findings of these more narrow studies
may contribute to CEAS, the evidence they have
provided to date is considered “limited but sug-
gestive” and allowing for only “tentative” con-
clusions (18). CEA seeks to determine which ap-
proach accomplishes a given objective at mini-
mum cost. Such a comparison between physi-
cians and physician extenders is difficult, be-
cause the approaches being compared, while
overlapping, cannot be substituted for each
other in all instances. Moreover, there does not
exist the same standardization with physician
extenders as with more traditional technological
innovations. Physician extenders differ in back-
ground, temperament, training, attitude, ability
to make independent judgments, and desire for
independence. They cannot be considered a
neutral “technology” to be utilized and acted on,

because they themselves exert an influence on
their practice. Moreover, it is not known
whether differences in productivity, quality, in-
dependence, cost, and provider acceptance exist
among NPs in different types of specialty prac-
tice. These factors raise both data and method-
ological questions which have yet to be an-
swered in published research.

Physician extenders have been found to be
capable of providing high percentages of
primary care services traditionally provided by
physicians—but it is unclear which services are
included in these percentages; which services are
left out; whether those left out have more im-
pact on the delivery of care, physician attitudes,
productivity, and costs than those provided;
and so on. One way to focus an analysis would
be to select for comparison a set of tasks that
have been noted in the literature to be per-
formed by both physicians and physician ex-
tenders (e.g., well-baby care, history and phys-
ical, hypertension monitoring). Even then, how-
ever, the results of the analysis would be 1im-
ited, because they would not provide a way to
determine what medical care tasks physician ex-
tenders do not perform and the value of those
services. It would be difficult to determine
whether a “patient visit” (the usual standard of
measurement) were the same in both instances
in terms of content and outcome. The results
would not provide adequate information for de-
veloping staffing configurations that are cost
effective in terms of services for which physician
extenders can substitute for physicians, services
for which physicians are the only providers, and
services provided by physician extenders that
physicians traditionally have not provided.

The objectives of a CEA of physician ex-
tenders will depend on the perspective of those
for whom the study is undertaken (e.g., a physi-
cian in fee-for-service private practice, a health
maintenance organization (HMO) with a fixed
budget, or Federal policy makers concerned with
reimbursement under Federal health insurance
programs). Consideration of the type of practice
setting, with its different budget and staffing
constraints, will alter the study design. The con-
text within which the analysis is conducted is
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crucial. Different factors are taken as given; dif-
ferent assumptions underlie the analysis.

Moreover, structural characteristics of the
health care system have a profound impact on
the way an innovation is used. This is clearly
evident in the case of physician extenders and
raises questions as to whether a CEA should re-
strict its focus to current conditions or whether
its assessment should consider changes in rela-
tion to a variety of policy alternatives to modify
the existing structure. This is a key question in
the case of physician extenders. Unlike the in-
troduction of most new technologies, the in-
troduction of physician extenders into health
services delivery was not accompanied by re-
imbursement. Unlike many new technologies
which enhance the position of the physician, the
physician extender is potential competition.
Physicians legally maintain a substantial
amount of control over physician extender prac-
tice; however, the structure of reimbursement
reinforces that control by making it virtually
impossible for a physician extender to practice
independently, Any analysis that is based on
what physician extenders can do by virtue of
their training, rather than what they actually do
by virtue of the structural characteristics of the
health care system, therefore has serious meth-
odological limitations.

Yet developing a broad study based on actual
experience to make up for those limitations is
much more difficult. The data base specifying
what physician extenders do and costs asso-
ciated with their practice is incomplete. Most
existing studies confine themselves to very small
samples. The emphasis has been on ambulatory
care, leaving a dearth of information on the
roles of physician extenders in hospital settings,
including their potential substitution for house
staff. Expanding the sample size and composi-
tion would entail the identification and survey
of physician extenders in a variety of practice
settings, itself a lengthy and expensive task.
Moreover, it is difficult to disentangle physician
extender performance and cost characteristics
from the characteristics of the practice setting.
In a CEA, which should be the focus? Is it possi-
ble to control for those factors associated with

the practice setting that determine utilization of
health personnel?

Given the data that are available, it is not
possible to conduct a CEA of sufficient precision
to calculate cost-effectiveness ratios. To reiter-
ate key constraints on such an analysis, it is not
known exactly what medical tasks physician ex-
tenders perform, nor what tasks they cannot
perform, nor the importance of either to those
employing physician extenders (i. e., do em-
ployers seek to cover the average case or the
variance: routine versus emergency care?). It is
unclear what occurs during the “patient visits”
reported throughout the literature. Are there
qualitative differences in the services provided
by a physician extender and those provided by a
physician? The relationship between practice
setting characteristics and physician extender
cost and performance factors is not fully
understood or described in available research.
Cost information, when available, is not suffi-
ciently broken down to compare the full costs of
a given service provided by a physician extender
to the service provided by a physician. Costs of
physician extenders are generally presented as
an add-on to an existing physician practice.
While calculations often account for overhead,
they also reflect a fully operational practice,
thus minimizing startup costs and assuming dif-
ferent degrees of practice independence for
physicians and physician extenders. Moreover,
charges cannot be used to determine costs, be-
cause existing evidence indicates little relation
between the two.

Because the methodological problems and
lack of data preclude a full CEA of physician ex-
tenders at this time, no effort is made in the
analysis presented in this case study to develop
cost-effectiveness ratios. The purpose of the
analysis is to elaborate on the factors essential
to determining cost effectiveness and to testing
assumptions regarding the cost-effectiveness po-
tential of NPs against existing data and research
findings. Even without data of sufficient preci-
sion, quality, and quantity for a full CEA, one
can see trends and draw conclusions. From a
policy perspective, there emerge in this case
clear indications of areas in which alternative
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poIicies would have significant impact. Given
the expense in time and dollars of going beyond
synthesis and analysis of available information
within a cost-effectiveness framework, it is
questionable how much more could be gained
that would significantly alter the findings and
conclusions suggested by existing studies
through fulfilling the requirements of a more
elaborate cost-effectiveness methodology.

Studies focusing on the removal of serious
deficiencies in the data base most likely would
be more useful in clarifying still outstanding
issues. Assessment of the cost effectiveness of
NPs must at a minimum consider the specific
services NPs are qualified to provide, perform-
ance quality, productivity, task delegation ex-
perience, changes in physician practice behavior
after the introduction of NPs, employment
costs, impact on average expenses per patient
visit, training costs, price effects, and revenue
generation ability. The discussion that follows
examines each of these factors. The difficulty in
reaching definitive conclusions in this area re-
sults in part from the sensitivity of the analysis
to modest changes in many of the variables and
from the need to consider the combinations in
which these variables are found as additional
factors influencing the outcome.

On the basis of available data, it appears that
NPs do alter the production of medical services
in a manner that can improve access to such
services and reduce production costs. That the
introduction of NPs will result in a reduction in
the price of medical care services or in overall
medical expenditures appears less likely. With-
out a reduction in price that reflects lower costs,
the financial benefits derived from the cost-
effective attributes of NPs accrue primarily to
the physician or to the employing institution.
This situation with NPs is similar to the expe-
rience with many new medical technologies that
are cost saving. Benefits to consumers come
when the introduction of NPs results in im-
proved access.

Services Provided by Physician
Extenders

In order to determine the cost effectiveness of

physician extenders, it is necessary to know
what services they are qualified to provide and
whether those services are substitutive or com-
plementary to those provided by physicians.
This key question is one on which available data
are clearly inadequate. Most studies refer to
services provided by or delegated to physician
extenders in terms of office visits rather than
definitive tasks. They describe services physi-
cian extenders are producing rather than those
they are qualified to produce (70). Instead of
categorizing services by specific tasks, studies
are more likely to categorize services generally
into those physician services that physician ex-
tenders either can or cannot safely provide.

There are some studies that have attempted to
define areas of medical practice or diagnoses
managed by physician extenders. Although the
study samples are often very small, the findings
of these studies, accompanied by more general
conclusions drawn from the bulk of available
research, suggest several patterns:

●

●

●

physicians and physician extenders have
both a complementary and substitutive re-
lationship. NPs provide additive services
and PAs serve as an extension of the physi-
cian (70);
physician extenders are capable of safely
providing a high percentage of primary
medical care services (70); and
studies that document current performance
reveal that the practice setting is the major
determinant of services provided by physi-
cian extenders (29,50).

In general, PAs work more closely with physi-
cians than do NPs and also provide care which
is more oriented toward acute or emergency sit-
uations. NPs often assume a large degree of in-
dependence and responsibility and tend to be in-
volved in a broader spectrum of patient care, in-
cluding counseling, education, and general con-
sultation on a continuing basis.

Among the studies that begin to define serv-
ices performed by NPs is that of Coulehan and
Sheedy (20). The medical practice of an NP
trained in diagnosis and treatment of general
medical conditions included the following:
wellness care; stable chronic disease (hyperten-
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sion, diabetes, obesity, arteriosclerotic heart
disease, arthritis, chronic depression, psy-
chophysiologic reactions); and acute self-limited
conditions (colds, sore throats, acute viral syn-
drome, minor trauma, rashes, skin infection).
Of the 15 most common diagnoses for the
Coulehan and Sheedy study sample, the NP
handled so percent or more of the following
conditions: upper respiratory infections, otitis
media, otitis externa, soft tissue trauma, and
gonorrhea. The NP managed one-third to one-
half of patients presenting the following: muscle
or back strain, dermatitis or eczema, hyperten-
sion, diabetes, obesity, and urinary tract infec-
tion. Again, it must be noted that these services
reflect services the NP provided within the con-
straints of the practice setting, not necessarily
the range of services the NP was qualified to
provide. Moreover, it should be noted that the
Coulehan and Sheedy study was conducted in
1973, and therefore reflects early experience
with NPs, Subsequent studies reveal even higher
percentages of patients presenting the same con-
ditions being treated by NPs.

In terms of specific tasks, the limited data that
are available indicate that physician extenders
can perform medical functions basic to primary
care such as taking medical histories, per-
forming routine physical examinations, carry-
ing out simple diagnostic procedures, ordering
routine lab tests and interpreting their results.
Physician extenders commonly administer injec-
tions, apply dressings, casts and splints, and can
perform life-preserving measures in emergency
situations. Some are qualified to perform minor
surgical procedures such as removing a foreign
object from the eye 01 routine suturing (10).

Physician extenders generally are restricted
from prescribing drugs except under certain
conditions (e. g., having prescriptions counter-
signed by a supervising physician or prescribing
within a limited “scope of practice”). Eight
States prohibit physician extenders from writing
drug prescriptions. The issue of whether or not
physician extenders are qualified to prescribe
drugs is one that a number of States are current-
ly reviewing. Some States are experimenting
with the extension of prescribing privileges
(e.g., California has a project which allows pre-

scribing by NPs, PAs, and pharmacists in five
geographic areas of the State). The constraints
on drug prescription represent the most sen-
sitive unresolved issue in terms of tasks allowed
to be performed by physician extenders, both
because of the integral role of prescribing in
medical care and because of the implications of
such constraints for professional independence
(18).

Performance Quality

The quality of services provided by NPs is
crucial to their acceptance by both physicians
and patients. Indeed, this issue has been studied
more than any other. Like most research in this
area, the studies on quality generally use small
samples, assess quality from a variety of dif-
ferent perspectives and focus more on short-
term results than on long-term outcomes of pa-
tient care. These evaluations of physician ex-
tender services repeatedly confirm their high
quality (10,14,24,41,42,44,51,52,79). The qual-
ity of medical care services provided by physi-
cian extenders is at least comparable to the qual-
ity of services provided by physicians them-
selves. Furthermore, in some cases, physician
extenders have shown performance superior to
physicians in symptom relief, diagnostic accu-
racy, and patient satisfaction (33,70). Sum-
marizing the findings of the numerous studies of
physician extender performance in a variety of
practice settings, CBO concludes: “Physician
extenders have performed as well as physicians,
with respect to patient outcomes, proper diag-
noses, management of ‘indicator’l medical con-
ditions, frequency of patient hospitalization,
manner of drug prescription, documentation of
medical findings and patient satisfaction” (18).

In its study of the Federal physician extender
reimbursement experiment (102), System Sci-
ences, Inc., used nationally recognized disease
treatment protocols to evaluate the quality of
care provided to patients by physician/physi-
cian extender teams and by physicians only.
The results favored physician/physician ex-
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tender teams and revealed
for physician/NP teams
group.

Productivity

higher quality ratings
than for any other

It is difficult to measure productivity in strict
economic terms when applied to health man-
power. The inputs and outputs of the medical
care production process are difficult to define
and measure. Some people define the output of
the medical care industry as an intermediate
good to be combined with other inputs in the
production of good health. However, most fo-
cus on this intermediate product and try to de-
velop proxy measures for what actually occurs
when patient and health professional come to-
gether.

The output most commonly associated with
health professional services is defined in terms
of patient visits. Productivity of physicians and
physician extenders usually is measured by the
number of patient visits per unit of time.
Holmes, et al. (39) noted the inability of this
measure to reflect either the complexity or the
volume of services provided during a patient
visit. These investigators also noted the difficul-
ty of determining the relative contributions
made to patient care when more than one pro-
fessional is involved. To overcome these inade-
quacies, they suggested the use of a relative
value scale to assign values to the specific ac-
tivities performed by physicians, NPs, and
nurses. This and other attempts are being made
to develop more refined measures of pro-
ductivity, but the use of patient visits is most
prevalent in the literature.

Although there is little doubt that the efficient
use of NPs can improve the productivity of the
delivery of medical services, it is essential to dis-
tinguish between potential impact and actual ex-
perience. As Reinhardt (74) points out, deter-
mination of physician productivity must ac-
count for both technical feasibility in the pro-
duction process and the probable economic be-
havior of the physician. One needs to know not
only what is technically feasible but also what
configuration of inputs physicians are likely to
choose and to what extent physicians will at-

tempt to maximize the output that is technically
attainable with that combination of inputs (75).
The physician, perhaps in collaboration with
the administrator in an organized setting, deter-
mines how the physician extender will be used
as an input in the production of medical serv-
ices. While the debate continues regarding the
independence of NPs, reality shows them to be
functionally dependent on the physician. Berki
(37) defines this relationship as one of “con-
strained substitutability” with the physician
determining most of the constraints.

The extent to which tasks are delegated from
physician to NP, the amount of time it takes a
physician or NP to perform the same task, and
the impact of the introduction of NPs on physi-
cian behavior are key productivity-related vari-
ables in the cost-effectiveness calculation. In a
review of 15 studies that used physician office
visits as a measure of delegability, Record (70)
concluded that between 75 and 80 percent of
adult primary care services and up to 90 percent
of pediatric primary care services could be del-
egated to physician extenders. The purpose of
the Record study was to estimate different com-
binations of physicians and physician extenders
that could produce given levels of primary care
services. Cost estimates associated with the var-
ious configurations revealed potential cost sav-
ings of $0.5 billion to over $1 billion in cases
with higher physician extender participation.
This amounted to 19 to 49 percent of total pri-
mary care provider costs.

Steinwachs, et al. (94) reported on the ex-
perience of the Columbia Medical Plan, an
HMO, in expanding the use of physician ex-
tenders over a 3-year period. As the involve-
ment of physician extenders increased, dramatic
changes occurred in the distribution of patient
encounters between physician extenders and
physicians. In 1971-72, 79 percent of patient en-
counters in adult medicine were managed ini-
tially by physicians. By 1973 -74, that figure had
dropped to 38 percent. In 1971-72, physician ex-
tenders managed 10 percent of initial encounters
for illness and injury and conducted no health
reviews. By 1973-74, physician extenders man-
aged 50 percent of illness and 75 percent of in-
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jury initial encounters and conducted 50 percent
of adult health reviews. The delegation of re-
sponsibility for initial encounters in pediatrics
was even higher, with all but 16 percent of pedi-
atric health reviews being conducted by physi-
cian extenders.

The changes in distribution of patient en-
counters among physician extenders and physi-
cians resulted in a major change in staffing pat-
terns as the Columbia Medical Plan evolved
(94). During the study period, enrollment nearly
doubled. In response to this growth, the number
of full-time equivalent (FTE) internists increased
less than 10 percent, while the number of physi-
cian extender FTEs increased 260 percent. The
result was a change in staffing patterns from the
early study period when physicians represented
60 percent of the total number of FTE providers
to the final months of the study when their rep-
resentation decreased to 38 percent of total FTE
providers. Pediatrics experienced a similar but
less pronounced staffing change, with physician
FTEs increasing by one-third and physician ex-
tender FTEs nearly doubling.

In the Northern California Kaiser-Per-
manente Medical Care Program, also an HMO,
NPs conducted a Health Evaluation Service
(H E S) consisting of automated multiphasic
health testing followed by a physical examina-
tion and health appraisal (22). Of the patients
who entered the Kaiser system through HES, 74
percent were managed without physician refer-
ral. Of those referred to a physician, two-thirds
went to a specialty clinic, thus having the NPs’
HES visit substitute for an initial primary care
physician visit. Moreover, pelvic exams con-
ducted through HES replaced 5,207 visits to the
gynecology clinic during the study period.

Similar experience is reported for two NPs
working in the offices of two family physicians
in the Burlington Randomized Trial (79,93). Pa-
tients were divided randomly into two groups:
one receiving first-contact, primary care serv-
ices from a family physician working with a
nurse (“conventional” care); and the other re-
ceiving such care services from NPs. The study
found that NPs were able to provide primary
care services as safely and effectively as physi-

cians. In 67 percent of patient visits, care was
provided with no physician consultation.

More specifically, in settings with both NPs
and physicians, NPs assume primary responsi-
bility for the diagnosis and treatment of acute
self-limited conditions and acute conditions
with limited uncertainty in the diagnosis and re-
sponsiveness to a defined therapy. Adult health
reviews are shared by physicians and NPs,
while the majority of well-baby care can be pro-
vided by pediatric NPs, Physicians retain pri-
mary responsibility for diagnosis and treatment
of more complex and serious acute conditions
and for chronic conditions (89,94,109).

It is obvious from the aforementioned and
other studies (19,85, 105) that NPs can assume a
high proportion of primary medical care tasks.
Existing studies also reveal substantial variation
among practices, making more difficult the
translation of specific expectations for task
delegation to widespread experience. Record
(70) outlines a number of factors accounting for
that variation, including type of practice set-
ting, structure and age of practice, provider role
strain, legal and reimbursement constraints, and
level of demand.

The time spent by NPs in managing a patient
visit is significantly higher than that spent by
physicians. Table 1 shows the experience of
physician extenders in the Southern California
Kaiser-Permanente Health Facility.

For given presenting complaints, physician
extenders averaged 4 to 9 minutes longer than
physicians. Recent research has shown that NPs
spend up to 65 percent more time per patient
visit and see 60 percent as many patients per
hour as do physicians (18,103). NPs see fewer
patients per day because of their longer time per
visit, a shorter workday, and more time de-
voted to patient telephone consultation and ad-
ministrative activities. The number of patient
visits reported for NPs ranges from 5 to 14 per
day (101). Consideration of the number and
duration of patient visits to NPs must account
for the possibility that the content of the NP pa-
tient visit differs from that of a physician visit.
If NPs do, in fact, provide more patient edu-
cation and counseling than physicians, they
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may be improving access and the patient’s ex-
perience during the encounter. Since such serv-
ices generally are not reimbursable, and reim-
bursement is used as a measure of value, it is dif-
ficult to determine the value of these services.

An NP who substitutes for a physician in pro-
viding specified medical services allows the phy-
sician to increase productivity. As Reinhardt
points out, this is true even if the NP spends
more time providing the same service (75s):

Because of the need for supervision of physi-
cian extenders, the delegation of a task normally
requiring 10 minutes of physician time to a phy-
sician extender may actually free only 8 minutes
of physician time (and may require 20 minutes
of the physician extender’s time). Even so, as
long as some physician time is freed at all, task
delegation will enable the physician to treat
more cases per unit of time and hence in-
crease . . . hourly productivity.

Physicians working with NPs noted an addi-
tional increase in their efficiency due to the need
to be more rigorous and clear in communicating
their thoughts to the NPs (93).

Estimates of increases in the productivity of
physician practices that include NPs range from
20 to 90 percent (31,36,38,39,43,70,82,104). In
some cases, these estimates reflect actual ex-
periences; in others, they are the resuIt of com-
puter simulation models that determine produc-
tivity increases based on optimal staffing config-
urations for performing medical care tasks.
Given that  the computer  s imulat ion models

measure potential rather than actual experience,
these generally yield higher estimates. The
greatest productivity increases come when the
NP has primary responsibility for a subset of
patients and when triage is performed by the
NPs’ referring complicated cases “up” to the
physician rather than by the physician’s dele-
gating routine medical problems “down” to the
NP (90).

The amount of physician time freed by NPs is
reflected in physician/NP substitution rates. In
a mathematical model for HMO staffing pat-
terns, Schneider and Foley (82) estimated that
the substitution of one physician extender
would decrease physician requirements by 53 to
60 percent depending on departments. After the
expanded use of physician extenders in the Col-
umbia Medical Plan, the workload (number of
encounters per FTE) remained constant for the
physician extenders but declined for physicians,
in part because physicians were freed from rou-
tine medical procedures to concentrate on pa-
tients with more time-consuming complex prob-
lems (94). Although physicians still must be
available for consultation with the NP, Green-
field, et al. (33) found that the physician time re-
quired for consultation was 92 percent less than
the time that physicians would spend treating
the same clinical problem.

In addition to the numerous studies that de-
fine productivity in terms of patient visits,
Holmes, et al. (39) used a relative value scale to
determine productivity differences between tra-
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ditional physician/nurse practices and physi-
cian/NP practices. They found productivity
levels in practices incorporating NPs to be an
average of 25.8 percent higher (39).

Productivity increases that result from the use
of NPs vary widely, depending on the practice
setting, the responsibilities delegated to the NP,
the severity and stability of illness in the pa-
tients served by the practice, and how the physi-
cian chooses to use the free time resulting from
task delegation. As will be discussed below, the
potential for productivity increases is not nec-
essarily realized. Moreover, Hershey and Kropp
(36) point out the negative impact that max-
imum task delegation and resulting productivity
increases can have on the practice environment.
Considering such factors as office hours, wait-
ing room congestion, and supervision time, they
conclude that an operating environment re-
sembling that of a conventional physician prac-
tice cannot be achieved with more than a 50-per-
cent increase in procductivity. If physician hours
remain constant, supervision time has a marked
impact on how much of an increase in pro-
ductivity a practice environment can absorb.
Tables 2 and 3 compare practice environments
with and without PAs under varying supervi-
sion times.

Employment Costs

To determine the cost effectiveness of NPs,
both the amount of time they spend to perform
a given service and the cost per unit of time for
NPs must be compared with the figures for phy-
sicians. However, available cost data are
limited, and what data exist often come from
studies of small samples that are not com-
parable. An additional difficulty in comparing
costs arises because most physicians are self-
employed and compensated for their services on
a fee-for-service basis, while virtually all NPs
are salaried.

The basic costs of employing an NP include
salary, fringe benefits, and physician super-
vision. The average salary of NPs was estimated
in 1978 to be about $13,800 (105). Using 1975
data, CBO (18) determined that the median
hourly wage for physician extenders was about
$6 as compared with $24 for physicians. Record
(70) found salary (or income) differentials bet-
ween physicians and physician extenders to be
close to $36,000 per provider per year. Several
studies stress the importance of such differen-
tials in the physician’s decision to employ an NP
(33,82). In their systems analysis of the use of
physician extenders, Schneider and Foley (82)

Table 2.—First Comparison of Practices With and Without
a PA When Supervision Is Considered

Assumptions

With PA/4 minutes supervision
Without PA 242 patients 264 patients 286 patients 308 patients
220 patients per week per week per week per week

Measures per week (10%-gain) (20%-gain) (30%-gain) (40%-gain)—
Average physician-patient contact time per

day, Including supervision (hours) 5.93 4 34’ 5.24b 5.55 6.15
Average time last patient leaves office

(minutes past 4 p m ) . 30 25b 27 37b 66a

Average total wait per patient (minutes) 17 16 18 23b 39a

Average percent of patients who wait for
a d m i s s i o n  t o  e x a m i n a t i o n  r o o m 39 52b 54b 62b 81a

Maximum number of patients in waiting room
o n  a v e r a g e  d a y 3 3 5 10a

Average annual net Income before taxes $34,735 $31,970 $35,102 $38,250 $41 ,615b
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Table 3.—Second Comparison of Practices With and Without
a PA When Supevision is Considered

Assumptions

With PA

4 minutes 2 minutes 1 minute
supervision supervision supervision No supervision

Without PA 264 patients 286 patients 308 patients 330 patients
220 patients per week per week per week per week

Measures per week (20%-gain) (30%-gain) (40%-gain) (50%-gain)

Average physician-patient contact time per
d a y ,  i n c l u d i n g  s u p e r v i s i o n  ( h o u r s ) 5.93 5.24’ 4.75b 4.84b 4.75b

Average time last patient leaves office
(minutes past 4 p.m.) . . . . . . . . . . . . . . . . . . . . 30 27 27 26a 31

Average total wait per patient (minutes) . . . . . . 17 18 17 20 18
Average percent of patients who wait for

a d m i s s i o n  t o  e x a m i n a t i o n  r o o m  .  . 39 53a 53a 72zb 7 l b

Maximum number of patients in waiting room
on average day . . . . . . . . . . . . . . . . . . . 5

$343735

6a 7b

Average annual net income before taxes. . . . . . $35:102 $37,567 $42,291’ $46,855b

SOURCE J C Hershey and D H Kropp, ‘A Re-Appratsal of the Productlvlty Potential and Economic Benefits of Physiclan’s Assistant s,” Med. Care 17602, 1979

found physician extenders’ use to be unaffected
when their salaries remained below 47 percent
of physician salaries. Once the physician ex-
tender’s salary reached 62 percent of the phy-
sician’s salary, however, physician extenders
rapidly lost their cost effectiveness in the model.

The amount of time reported for physician
supervision and consultation varies consider-
ably among practices. Supervision time varies
with the type of practitioner involved. Legal re-
quirements also determine the time devoted to
supervision. Forty-three States require direct
supervision of PAs and Medex; only 11 States
have similar requirements for NPs (18). Within
a given practice, variation in consulting time is a
function of the reason for the consultation,
whether the physician sees the patient or only
confers with the NP, and the practice experience
of the NP. The actual time per consultation
ranges from less than a minute to approximately
8 minutes. Consultation on initial visits requires
about half as much time as consultation on con-
tinuing visits (105). Record, et al. (72) found
that in the 12 percent of cases where the PAs
under study requested physician consultation,
the physicians were likely to spend as much time
with the patient as if they had been the initial
provider. In such cases, the extra cost to the

practice is represented by the cost of the PA and
not that of the physician. Because of the cost im-
plications, direct referral to the physician would
be optimal but usually is not possible in such
cases.

In its review of available studies, CBO de-
termined that supervision and consultation with
physician extenders require between 10 and 20
percent of physician time (18). With CBO esti-
mates of hourly earnings, this adds between $3
and $5 to the physician extender’s hourly salary
cost. CBO further determined that direct com-
pensation accounted for 54 to 72 percent of the
total cost of a physician extender, while super-
vision costs made up the remainder (18). Table 4
compares the time and costs of physicians and
physician extenders, according to patient visits.
If both salary and supervisory costs are con-
sidered, the hourly costs of NPs range from one-
third to one-half of physician costs ($9 to $12/
hour as compared to $24/hour).

It should be recognized that the salary level of
NPs is in part a function of the demand for their
services. As Berki (7) points out, with some
caveats, demand for physician primary care
services can be considered a direct demand ex-
pressed by the patient. The demand for NPs is
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Table 4.—Patient Care Time and Cost of Physician Extenders
and Physicians, 1975 a

Physician extender

PA -

NP and Medex Physician
Minutes per patient visit. . . . . . . . . . . . 19.4 13.2 1 1 . 7
Cost per hour . . . . . . . . . . . . . . . . . . . . $9.43-$12.22 $8.36-$10.73 $23.90
Direct compensation. . . . . . . . . . . . . . $6.63b $5.98b $23.90’
Supervision. . . . . . . . . . . . . . . . . . . . . . $2.80-$ 5.60d $2.38-$4.75d N.A.
Cost per patient visit . . . . . . . . . . . . . . $3.04-$3.94 $1.84-$2.36 $4.66

one that the physician must “initiate,” “ex-
press, ” and “legitimate,” making this demand a
derived one (7). Goldfarb (30) notes that the
market for physician extenders is not suffi-
ciently competitive to raise the relatively low
wages of physician extenders to the wage level
that would prevail if more physicians expressed
demand for their services. She finds that the fac-
tors that depress wages are stronger than those
that raise them, resulting in a prevailing wage
level that bears little relationship to pro-
ductivity and, on average, leaves them under-
paid. Obviously, an increase in demand for NPs
resulting from such systemwide changes as en-
actment of national health insurance or expan-
sion of HMOS, or a decrease in demand re-
sulting from changes in physician distribution
through the National Health Service Corps or
the potential oversupply of physicians would re-
quire a reassessment of salary costs.

The costs associated with NP practice go be-
yond direct compensation and supervision. The
need for additional staff support, space, and
equipment may accompany the decision to hire
an NP. Moreover, the style of NP practice has
cost implications. A number of studies have
found that physician extenders perform more
diagnostic tests than physicians and have dif-
ferent patterns of medication use (18,26,43,71).
One recent study (60) found that NPs performed
53 percent more diagnostic tests per patient than
the physicians for whom they worked and 46
percent more than the physicians who did not
work with any physician extenders at all. In
some cases, these increased lab tests result in
identification of additional pathology (43). Al-
though the benefit to the patient in such in-
stances may counter the additional cost, patient
discomfort and time plus the cost of false posi-
tives or negatives must be considered. Available
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evidence also suggests that the use of protocols
can diminish the tendency toward excess use of
diagnostic tests (33,34).

In addition to spending more time per patient,
NPs may log more visits per patient in a given
time period. Since the salary and supervision
costs of NPs are significantly lower than the
salaries of physicians, the increased return visits
are not necessarily a financial problem from the
practice’s perspective, although they do con-
sume the patient’s time. However, as Spector, et
al. (92) discovered, a disproportionate increase
in visits can raise the overall cost per patient
beyond the point where the use of NPs is cost ef-
fective for the practice. Others stress that in
terms of overall medical expenditures such prac-
tice patterns may be cost effective if they reduce
hospitalizations (78).

When all of these cost factors have been con-
sidered, NPs have been found to perform com-
parable medical care tasks at a lower total cost
than physicians. Lewis and Resnik (51) found
this to be true for inpatient and ambulatory
services for all patients. In the Kaiser-Per-
manente Medical Care Program, which insti-
tuted a Health Evaluation Service (HES) op-
erated by NPs, entry costs (health appraisal,
followup, and referral) for the HES group were
$43.09 as compared to $61.41 for patients using
physicians as the point of entry. Costs of overall
medical resources used over 12 months by co-
horts of patients with comparable health status
were $98.63 for the HES group and $131.18 for
the physician group (22). In another Kaiser-
Permanente facility, overall combined. costs of
NPs were 20 percent lower than physician costs
(33). Studies on private physician practices,
while not specifically addressing the cost issue,
indicate similar experiences (66,86).

Average Expenses per Patient Visit

Even if one allows for supervision costs, NPs
can provide selected services at less cost than
physicians. This lesser cost does not necessarily
translate into lower average expenses per pa-
tient visit, the latter of which are a function of
total practice expenses and patient volume (18).
A number of Studies have documented increases

in patient visits which occurred in practices
using physician extenders (38,65). Annual pa-
tient visits in the University of Southern Califor-
nia survey (103) were 50 to 60 percent higher in
practices with physician extenders. System Sci-
ences, Inc. (102)  found that practices in-
corporating physician extenders provided 12
more patient visits per $1,000 of cost than prac-
tices without them. CBO reports that the Sys-
tem Sciences study showed practice expenses for
physicians with physician extenders to be 74
percent higher than for solo physicians (18). At
the same time, patient volume in the physi-
cian/physician extender practices was 146 per-
cent higher, resulting in an average expense per
patient visit 29 percent lower than that for solo
physicians.

While experience has shown that NPs and
other physician extenders can lower average ex-
penses per patient visit by as much as one-third,
the manner in which the physician or institution
uses them and the way in which time freed
through task delegation is used will determine
whether the potential saving is realized. If NPs
are used to provide services complementary to
those of the physician rather than services sub-
stituting for the physician’s, the potential re-
duction in average per-visit expenses may be
diminished or lost. In such cases, however, the
complementary services often imply quality en-
hancement, a different (and implicitly better)
visit for the same cost.

With the addition of NPs to a practice, physi-
cians may choose to maintain, increase, or de-
crease their level of effort. Komaroff, et al.,
caution (43):

Over and above any efficiencies introduced
by this or any other system, the time a physician
averages with patients on a given day is power-
fully influenced by two additional factors: the
volume of patients to be seen and the “style” and
interests of the individual physician. It is
therefore unwise to expect too much from, or to
attribute too much to, organizational changes of
this kind in the absence of strong pressures to
optimize efficiency.

In order to achieve the saving that comes from
such efficiency, the practice employing an NP



must either expand its volume of patient visits
or maintain its volume and reduce its physician
input. The latter option is obviously more feasi-
ble in an institutional setting where physicians
are hired as salaried employees than in physi-
cian office practices where physicians are self-
employed (and also) would be less likely to hire
an NP).

If physicians continue to see the same number
of patients, NPs may reduce average per-visit
expenses by increasing patient volume suf-
ficiently to more than cover costs accom-
panying their introduction into the practice.
Reduction in physician effort in terms of patient
visits, however, may occur for several reasons:
1) physicians may be seeing patients with more
complex problems that demand more time per
visit; 2) they may devote more time to hospi-
talized patients; and 3) the presence of NPs may
allow physicians to take more leisure time. Fur-
thermore, some physician time is required for
supervision and consultation with the NP. For
whatever reason, if physicians reduce their pa-
tient load, the average expense per patient visit
increases, as illustrated in table 5. However, it
should be recognized that if the number of pa-
tients seen by the physician per day decreases
because of more time spent per patient or the de-
livery of more complex services, the “patient
visit” produced becomes a different product that
may justify a higher cost.

Contrary to what had been hoped for, the re-
ductions in average expense per patient visit

achieved by solo practices have not been real-
ized in many group practices. Using System Sci-
ences, Inc., data, CBO reports average per-visit
expenses in group practices employing physi-
cian extenders to be only 1 percent lower than
those in group practices without them, although
solo practices with physician extenders have ex-
perienced as much as a 30-percent reduction in
average practice expenses (18). CBO speculates
that the differential may be due less to practice
organization than to the type of physician at-
tracted to each practice arrangement, with phy-
sicians in group practice more highly valuing
leisure time and using physician extenders to re-
duce their workload.

Training Costs

Training costs indirectly affect employment
costs and the costs to society of NPs. These costs
are important because much of them are pub-
licly subsidized and they may have some in-
fluence on salary expectations. NPs obviously
benefit from public subsidies for their training,
just as do other health professionals. They enter
the job market with a lower personal investment
in training than would have existed without
subsidization. This, in turn, means that they are
seeking a return on an investment that does not
reflect the full costs of their training, thus ben-
efiting their employers through lower salary
costs (30).

Total training expenditures for physician ex-
tenders are substantially lower than those for

Table 5.--Change in Average Expense per Patient Visit With Reduced Physician Effort

Number of
Hours per day Hourly cost Total cost patients Cost per patient visit

Physician . . . . . . .
— .—

8 x $24 = $192 - 10 = $19.20
NP . . . . . . . . . . . . . 8 x $12 = $96 - 6 = $16.00

$288 - 16 = $18.00
(average expense per

patient visit)

Physician . . . . . . . 8 x $24 = $192 - 7 = $27.40
NP . . . . . . . . . . . . . 8 x $12 = $96 - 6 = $16.00

$288 - 13 = $22.10
(average expense per

patient visit)
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physicians, as shown in table 6. Total expend-
itures for the segment of training that qualifies
one to practice as a physician extender are lower
for NPs than for PAs (18). In the case of NPs,
the figures in table 6 do not account for the costs
of education required to obtain an RN license as
a prerequisite to NP training. Depending on the
type of initial nursing education program (see
appendix) and the duration of the NP training
program, the costs of NP training could equal or
exceed the costs of PA training. Estimates of the
average annual costs of nursing education in
1979 are $5,901 for baccalaureate programs (4
years), $4,974 for diploma programs (3 years),
and $4,912 for associate degree programs (2
years) (47). Developing comparable full training
cost figures for NPs, PAs, and physicians is
complicated by the different education re-

Table 6.-Training Expenditures” for Physicians and
Physician Extenders, Academic Year 1978-79

Cost per student

Annual costb Total costc

Physician
Mean . . . . . . . . . . . . . . . . . . . $14,200 $60,700
Median . . . . . . . . . . . . . . . . . N A d N A d

Range . . . . . . . . . . . . . . . . . . $7,600 -$ 20,800$30,200-$83,000

Physician extendere
PA and Medex

Mean $6,800 $11,900
Median $7.400 $9,900
Range $4400-$9.900 $7,100-$17,200

NP
Mean $12,900 $10,300
Median $10,100 $8,000
Range $5,300-$31.000 $3,000-$32,000

quirements for entry into NP, PA, or medical
training programs. Since a baccalaureate degree
is a prerequisite for medical school, comparable
figures for physician training must include the
costs of baccalaureate education if the costs of
obtaining the RN license are included for NPs.
Program requirements for PAs do not nec-
essarily include postsecondary education, al-
though most PAs have had at least 3 years of
college. Whether any of these education costs
should be accounted for (as a reflection of reali-
ty rather than formal entrance requirements) is
unclear.

Looking solely at the expenditures for the NP
or PA phase of training (see table 6), higher
average annual expenditures for NPs are in part
explained by the fact that PA training occurs in
medical schools, using their faculty and re-
sources. Thus, there is an indirect subsidy of PA
training in medical schools that is met more di-
rectly in NP training programs. Moreover,
while the average annual cost of NP training is
higher than for PAs, the shorter length of NP
training results in lower average total costs for
NPs.

The total Federal contribution to basic health
professions education and training is highest for
medical education. This reflects both the costs
of that training and the fact that virtually all
medical schools receive Federal funds. The
amount of Federal support per student and its
relation to average annual training costs, as
shown in table 7, is significantly higher for
physician extender training.

Table 7.—Federal Support for Physician and
Physician Extender Training, Fiscal Year 1978

Percent of
average

Total annual
Federal Amount per training
support student cost s

Physician. ... ... .$190 million $3,000 20%
Physician
extender. . . . . . . . . $22 million $4,000- 50-700/0

$5,000
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The public cost of producing each additional
physician and physician extender who would
not have been trained in the absence of Federal
support has been estimated by CBO (18). In-
cluding both construction and operating sup-
port, the Federal cost of each additional physi-
cian trained between 1969 and 1978 was esti-
mated to range from $40,000 to $60,000. The
Federal cost for each physician extender during
the same time period ranged from $10,000 to
$20,000. 2 A significant factor in the differential
between medical education and physician ex-
tender training, CBO noted, is the Federal strat-
egy of providing seed money but not operating

subsidies to physician extender programs.

NP programs are less dependent on Federal
subsidies than PA programs. In fiscal year 1978,
only 40 percent of NP programs received Fed-
eral support, as opposed to 90 percent of PA
programs. Because they are less dependent of
Federal subsidies, NP programs are potentially
less vulnerable to changes in Federal training
support, although it can be assumed that many
NP programs do receive public subsidies at the
State level that also might diminish if Federal
policy no longer encouraged the training and
use of new health professionals.

Annual training expenditures for physician
extenders are significantly lower than those for
physicians. As Scheffler (80) argues, however,
even if the cost of training physician extenders
were the same as that for physicians, physician
extenders would still be a good investment be-
cause of their shorter training period. Scheffler
estimated that three PAs can be trained for the
cost of training one physician and together can
produce 1.8 times more visits than one physi-
cian. Although analyses like Scheffler’s begin to
grapple with the issue of differences in training
costs between physician extenders and physi-

cians, their findings do not define the costs
associated with the specific services that either
group can provide. Detailed cost data on train-
ing for specific sets of primary care services are
nonexistent. There is no agreement on a uni-
form set of services that any type of physician
extender can provide. Some consensus is a pre-
requisite to refining currently available data.
Without it, only gross comparisons of total
training costs are possible.

Medical Care Prices

Lower costs associated with NPs do not nec-
essarily translate into lower prices for their serv-
ices. Moreover, productivity gains for physi-
cians who employ NPs may not lead to a re-
duction in physician fees. Therefore, consumers
cannot necessarily expect to benefit from a re-
duction in average charges in practices with
NPs. Because the market for medical care serv-
ices does not conform to the competitive model,
a reduction in expenses need not be followed by
a decline in prices (7,18,74,90). As seen in table
8, a System Sciences, Inc., survey (102) did re-
veal lower average per-visit charges of about 21
percent in practices with physician extenders.
Similar experience has been documented else-
where (66). However, the note accompanying
the table suggests that the location of many of
the physician/physician extender practices in

Table 8.—Average Charge per Patient Visit in
Practices With and Without a Physician

Extender, 1977

Average charge
per patient visitb

Type of practlcea and provider (in dollars)

Phystcian with physician extender ., .. .$13.00
NP ., . . . . . 8.13
PA or Medex 12.02
Physician ., ., . . . . . . . . . . . 15.06

PhysicIan without physician extender 16.48
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lower income areas with fewer available health
resources could account for the charge differ-
ential.

Few physicians surveyed by the General Ac-
counting Office reported any reduction in fees
for physician extender services (27). Moreover,
CBO cautions that use of NPs to provide com-
plementary services rather than to increase
volume could lead to even higher average per-
visit charges (18). Existing data lead to the con-
clusion that where prices for patient services do
decline after introduction of a physician ex-
tenders, the change is insufficient to lead to
more than a modest reduction in average
charges per patient visit. The tendency for phy-
sician extenders to order more diagnostic tests
can further increase practice revenues if the tests
are performed in the physician’s office (84). In
addition, if the physician extender assumes
some of the nonreimbursable physician services
(e.g., telephone consultation, prescription re-
fills), that frees physician time to provide reim-
bursable services. Therefore, in the majority of
cases (no price change or modest price change),
the physician extender’s income generation po-
tential is enhanced by the fact that additional
reimbursable services are being provided and
that prices may be excessive in relation to the
costs of physician/physician extenders prac-
tices. Whether the introduction of physician ex-
tenders might cause fees to increase less rapidly,
thus leading to a relative decline in prices, has
not been examined.

There is little reason to expect physicians to
charge a lower price for physician extender serv-
ices or to reduce their fees if the use of physician
extenders leads to a reduction in physician time
required per patient visit. There is no incentive
for physicians to do so. Bicknell, et al., write
(9):

On grounds that they bear ultimate responsi-
bility, most U.S. physicians employing assist-
ants expect to continue receiving their cus-
tomary fees from all patients, including those ex-
amined and treated by the assistant. The result
betrays the promise of primary care assistants.
Instead of bringing a reasonable dimension to
primary care costs, inadvertently the assistants
may maximize the worst in the fee-for-service
system . . . .

Berki (7) argues that current fee levels do not re-
flect physician time inputs, citing a study by
Schonfeld, et al. (83) that found office visit fees
to be significantly higher than could be justified
by the value of physician time devoted to such
visits. Berki also describes the possible dilem-
mas of fee differentiation. While physicians
could achieve financial benefits from the em-
ployment of NPs, even if they received a lower
fee for NP services, the incentive to incorporate
this innovation into their practices diminishes
with any reductions in NP revenue-generating
potential. Such fee differentiation also might
engender resistance among patients who view
the lower price of NP services as a signal that
care provided by NPs is of lower quality than
that rendered by physicians.

With current physician pricing behavior, NPs
are not only a cost-effective addition to their
practices, but often a profitable investment for
the physician. NPs’ income-generation potential
gives the physicians more flexibility in maxi-
mizing their combined income and leisure ob-
jectives. Table 9 illustrates the physician’s abili-
ty to work less time after employing a physician
extender while suffering no loss in income.
Rather than working less time and maintaining
their incomes, physicians could choose to in-
crease their incomes by maintaining their pre-
vious level of effort and by generating even
more revenue from an increased volume of pa-
tients. This alternative appears to be much more
prevalent (103). Most studies of revenue gen-
eration and profitability found higher expenses

Table 9.—Physician Time Input and Income
With and Without Employment of a New Type

of Health Manpower (NTM)

One NTM
No NTM employed—-——

Physician practice hours/week . . . 60 60
Weeks/year . . . . . . . . . . . . . . . . . . . 50 46.7
Office vists/week . . . . . . . . . . . . . . 120 150
Visits/year . . . . . . . . . . . . . . . . 6,000 7,000
Fee/visit. . . . . . . . . . . . . . . . . . . . . . $10 $10
Fee/volume/year . . . . . . . . . . . . . . . $60,000 $70,000
Market cost/NTM ... . . . . . . . . $10,000
Income/year. . . . . . . . . . . . . . . . . . . $60,000 $60,000
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for practices incorporating physician extenders
than for physician-only practices, but also
found physician/physician extenders’ revenues
to be sufficiently higher to show greater profits
(21,4O,65,66,8O,81,86,1O8).

The amount of profit realized through the em-
ployment of NPs varies considerably among
practices. In a separate study of 26 NPs in
pediatric practices reported in 1972 by
Yankauer, et al. (108), average annual gross
revenues generated by the NPs exceeded their
expenses by an average of $2,500. In a study of
pediatric NPs in 1969, Schiff, et al. (81) found
that the NP generates net revenues of about
$6,000 after 1 year of practice. Schwartz (86) ex-
amined the revenue-generating experiences of
three different types of practices employing NPs
in California. He found that the average annual
net revenue of an NP in a rural solo private
practice in 1974 was $18,653, resulting in an in-
crease by more than one-third in the employing

physician’s income. Kane, et al. (40) found that
the higher profits earned by physician/Medex
practices were in part due to the physician’s
being relieved by the Medex to spend time on
more highly remunerative activities, such as
specialized procedures and inpatient care. Even
with limited third-party reimbursement for phy-
sician extender services, only one major study
cited this as a financial problem for physicians
employing NPs (93).

From the physician’s perspective, the NP is a
cost-effective addition to the practice. The fact
that the financial benefits gained from the use of
NPs are not passed on to consumers is well doc-
umented. As noted earlier, the potential in-
crease in income afforded the physician by the
NP is a major incentive for NP employment.
Given that income increases are usually the re-
sult of expansion in the volume of patient visits,
consumers may benefit from improved access to
services. While this has been the experience of
practices in areas with few available health re-
sources, it is unwise to assume that increased
volume, regardless of its character, generally
leads to improved access.

Finally, the price effects of physician extender
employment in organized systems with cap-

itation should be treated separately. The pro-
ductivity gains from physician extender em-
ployment are likely to result in cost savings in
such systems. Given that they provide specified
services in return for monthly cavitation pay-
ments, such organizations may choose to ex-
pand their scope of benefits or increase physi-
cian salaries or leisure rather than to pass the
savings to the consumer in the form of reduced
premiums. Which action such organizations
choose depends on how they assess their com-
petitive advantage over similar practices in the
area and standard insurance carriers (7).

Medical Care Expenditures

Practices employing physician extenders gen-
erally see more patients than those without phy-
sician extenders, increasing volume by as much
as 50 to 60 percent (18). Prices charged for serv-
ices in physician/physician extender practices
do not differ significantly from physician-only
practices even though average per-visit practice
expenses tend to be lower. Given current em-
ployment and pricing patterns, NPs and PAs do
increase medical expenditures beyond the ex-
penditures that would have occurred without
them. Because of their small numbers (physi-
cians outnumber physician extenders by 18 to
1), physician extenders’ current impact on total
expenditures is marginal. If physician extenders
were slated to play a substantially larger role,
with no other changes, in the current health
services delivery system, their impact on overall
medical expenditures would grow.

CBO estimated that in 1977 medical expend-
itures for practices employing physician ex-
tenders were 19 to 24 percent higher than those
for practices without physician extenders (see
table 10). If 50 percent of physician practices
employed physician extenders, extrapolation of
current trends for both pricing and patient
volume increases would result in at least a 10-
percent increase in total expenditures related to
physician practices, Given the expanding supply
of physicians, it is uncertain whether the in-
crease in volume of patient visits required to
support this higher number of physician/physi-
cian extender practices is possible.



Total expenditures associated with physician
extenders must include training expenditures,
much of which are subsidized with public funds.
The costs of physician extender training are sub-
stantially lower than those for physician train-
ing. To the extent that physician extenders sub-
stitute for physicians, and that substitution is
reflected in the respective numbers of physician
extenders and physicians trained, the lower
physician extender training costs could reduce
total training expenditures. For now, the ex-
tension of public support for physician extender
programs means an increase in public expend-
itures for health professions training. Since the
potential savings from this public investment
are not passed on to the consumer, medical care
expenditures also are inflated by the intro-
duction of physician extenders.

The increase in medical care expenditures
associated with physician extenders may be out-
weighed by the benefits their presence brings
through increased access. In a recently reported
survey, 57 percent of physicians who employ
NPs cited the extension of services to more peo-
ple as the NP’s major contribution to medical
services delivery (55). Improved access occurs
not only as the result of the general increase in
volume of patient visits in practices with NPs,
but also because NPs tend to serve more low-
income and nonmetropolitan patients who tra-
ditionally have had diminished access to physi-
cians (61,98). NPs in underserved areas can free
overextended physicians to focus on complex
medical problems and consultant services (104).
Furthermore, with the NP to provide followup,
such physicians can discharge hospital patients

sooner (91). Improved access to primary care
services may reduce expenditures for costly spe-
cialized services and hospitalization. To the ex-
tent that NPs contribute to the expansion of pri-
mary care services, the increase in expenditures
accompanying their use could be offset by such
savings.

Cost Effectiveness:
Actual or Potential?

That individual NPs can be cost effective is
documented in numerous studies. Generalizing
that experience to the total NP or physician ex-
tender population or basing future projections
on individual experiences is more difficult.
Although the number of physician extenders is
expected to more than double in the next decade
(see table 11), physicians will still outnumber
physician extenders by 10 to 1.



Given the nature of the U.S. health care sys-
tem and realistic expectations for future struc-
tural change, it is uncertain how many NPs and
PAs will find employment commensurate with
their training and whether society will benefit
from their cost-effectiveness potential. In their
longitudinal study of NPs, Sultz, et al. (99)
found that only 50 percent of employed NPs
functioned purely as NPs (see table 12). Others
were either performing mixed functions or pro-
viding only traditional nursing services. It must
be noted that this study was based on 1974 data,
thus reflecting the early experience of NPs.
Many master’s students at that time were facul-
ty in schools of nursing preparing to teach in NP
programs. This, in part, may explain the seem-
ingly low percentage of NPs functioning full
time in the NP role. Data on more recent ex-
perience are essential in order to more accurate-
ly estimate the education costs of one fully func-
tional NP, the increased availability of NP serv-
ices resulting from additions to the supply in the
field, and the prospects for future employment.
Given their small numbers and current employ-
ment experience, the total impact of physician
extenders, even if beneficial, will be modest.

The structure of the U.S. health care system is
often cited as the major factor inhibiting the
achievement by NPs of their full potential. Ac-
cording to Bicknell, et al. (9), the “hospital-
based, specialist-intensive, resource-rich” sys-

tem is incompatible with primary care practice
and resistant to innovations that augment pri-
mary care capacity. Patterns of financing that
cover the costs of an inefficient delivery process,
medical education that discourages delegation
of patient responsibility, and the prominent role

of physicians in defining the boundaries of prac-
tice for other health professionals inhibit the
growth and efficient utilization of a profession
that may invade territory traditionally confined
to physicians.

Within the existing structure, incentives to
employ NPs vary according to practice arrange-
ment, physician payment mechanisms, and
budget constraints. In general, the financial in-
centive for physicians in private practice to hire
an NP or PA is diminished, because physicians
earn high incomes and are not constrained by
competitive market forces to produce services in
the most cost-effective manner. On the other
hand, employment of physician extenders can
offer attractive benefits to physicians. Physician
extenders allow physicians to expand their prac-
tices to improve patient access and increase in-
come. They provide the physician an opportuni-
ty for more leisure time or a more leisurely work
pace. Finally, many physicians who emplo y

physician extenders stress their contribution to
upgrading the quality and comprehensiveness of
care provided by their practices (90).

Multiple considerations enter into the de-
cision to hire a physician extender. The phy-
sician must be convinced that sufficient demand
exists for the planned expansion in patient
volume. Smith (90) cautions, “If the present hin-
drances of access to medical care are, as some
have suggested, merely geographical, we might
have the ironical situation of there being no
physician to hire the practititioners where they
are needed and no need for them where there is a
physician to hire them. ” Legal and reimburse-
ment policies must not constrain physician ex-
tenders’ potential to meet the physician’s expec-

table 12. —Employed Graduates of NP Programs by Role and Type of NP Program

Type of program

Certificate Master’s Total

Role Number Percent Number Percent Number Percent.  
NP role only . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

— . . — . — — . — —
257 55.2°10 67 35.8%. 324 49.70/0

Traditional nursing role only, . . . . . . . . . . . . . . . . . . 51 11.0 71 38.0 122 18.7
NP role and traditional nursing role, . . . . . . . . . . . 157 33.8 49 26.2 206 31.6

Totala. . . . . . . . . . . . . . . . ., . . . . . . . . . . . . . . . . 465 100.0 ”/0 187 ‘- - 100.0% 652 100.0%
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tations. Physicians with minimal experience in
task delegation may not feel comfortable using
physician extenders in the manner required to
benefit fully from their employment. Some ini-
tial investment for salary and perhaps addi-
tional overhead accompanies the introduction
of the physician extender into the practice.
Sultz, et al. (98) reported that 92 percent of
physicians employing NPs thought the benefits
of their employment outweighed the costs. For
the physician contemplating whether to hire, the
incentives also must seem to outweigh the risks.

The rapid expansion in medical school enroll-
ments and projected increases in physician sup-
ply add a new dimension that may overshadow
other factors influencing physician extenders’
employment opportunities. Physician supply is
growing and there are thousands more in the
educational pipeline who must be absorbed into
the system. The effects of this increase in physi-
cians are now only being contemplated, but
they could be profound. Among them could be
a restriction in employment opportunities for
NPs and PAs. Some argue that NPs will fare
better because of their nursing background and
scope of practice (18). Regardless, there are
already signs that physicians, particularly
specialists, are redefining the scope of their
practices in response to diminished numbers of
patients requiring their specialized skills. Aiken,
et al. (3) recentl y concluded, “Despite the cur-
rent shortage of generalist-physician services,
continuing specialist participation in primary
care will lead to sufficient generalist medical
services by the mid-1980’ s.” Physicians may be
recapturing primary care responsibilities that
not so long ago they considered delegating.
Moreover, it has been suggested that practicing
physicians who perceive this oversupply may
hire young physicians to perform the tasks that
physician extenders can handle (64).

Organized settings that operate on fixed
budgets (prepaid group practices and some clin-
ics) have a much greater incentive to employ
NPs and PAs. It is to their financial advantage
to produce services with the most efficient com-
bination of inputs, substituting lower priced
physician extenders for higher priced physicians
whenever possible. Such organizations will dis-

play more efficient staffing patterns unless they
are able to pass through the costs of more in-
efficient personnel configurations to third-party
payers who reimburse on a cost basis. The value
such organizations place on physician extenders
is reflected in the fact that half of all PAs and 80
percent of all NPs are employed in organized
settings (18). Future changes in practice ar-
rangements and the preferences of new physi-
cians toward entering organized practice set-
tings or private practice, therefore, will have an
impact on future opportunities for physician ex-
tenders.

Prepaid group practices (PPGPs) have
perhaps the strongest incentive to employ physi-
cian extenders. Operating revenues derive from
fixed cavitation payments for plan enrollees.
The PPGPs seek to minimize expenses in rela-
tion to revenues by using more cost-effective
means of achieving comparable outcomes. This
includes the substitution of NPs and PAs for
physicians wherever possible. While they have
yet to follow their own maximum substitution
models, HMOS, the prototype PPGP, are lead-
ers in employing physician extenders and con-
ducting research on their actual and potential
utilization (33,69, 71,94). CBO reported that in
1977 HMOS provided care to their members
with an FTE of 0.44 physician extenders for each
physician, as opposed to 0.07 physician ex-
tenders for each office-based physician in the
United States (18).

HMOS have the advantage of greater flexi-
bility in modifying personnel arrangements to
gain the benefits from substitution. Physicians
in private practice, beyond fulfilling their objec-
tives for leisure time, are unlikely to reduce their
time inputs to achieve a more efficient opera-
tion. Where physicians are salaried employees,
however, the efficiency objectives of the em-
ploying organization may lead to a reduction in
their time, numbers, or income. In line with the
HMOS’ incentive to minimize total salaries,
Greenfield, et al. (33) report on the effects of an
experimental physician extender protocol sys-
tem introduced at the Southern California
Kaiser-Permanente Facility and the adaptation
of the organization to a more cost-effective
model. Before the study, 10 physicians and 3



physician extenders saw 2,700 patients per
month, 70 percent of whom had acute illness.
Two years after the study, 6.5 physicians and 6
physician extenders saw 2,900 patients per
month, 70 percent of whom had acute illnesses.

The use of NPs and PAs results in pro-
ductivity gains and cost reductions. Yet, their
future participation in medical care delivery is
uncertain. Available evidence indicates that
physician extenders’ incorporation into orga-
nized settings, particularly HMOS, has contrib-
uted to more cost-effective service delivery.
However, the experience in private physician
practices is less promising. Demand for physi-
cian extenders in that setting has been limited.
Although the public benefits from increased
availability of services, the cost effectiveness of
physician extenders in such settings has not re-
duced prices. Moreover, since most physician
extenders are employed in organized settings,
employment opportunities are limited by the
fact that the majority of physicians are in the
private practice, fee-for-service sector.

Government subsicly of NP and PA training
has not been accompanied by policies to ensure
the promise of these health professionals once
they are in practice. Moreover, policies that
may inhibit the use of physician extenders, such
as those supporting expansion in physician sup-
ply, have been enacted simultaneously with
policies encouraging their development.
Changes could be made-short of a national
health insurance scheme with incentives to
restructure health services delivery—that would
facilitate the efficient use of physician extenders.
Modifying current reimbursement policies to
compensate for physician extender services in a
manner that reflects their lower costs would af-
fect prices, although it might also reduce op-
portunities for physician extender placement in
physician private practices. Opportunities for
NPs to practice more independently through re-
moval of legal and reimbursement constraints
could provide consumers with a lower cost al-
ternative for receiving the primary care services
that both physician extenders and physicians

can provide. The expansion of PPGPs and other
medical care organizations that operate on fixed
budgets would provide more employment op-
portunities for physician extenders in settings
that use them more efficiently, As Berki argues
(7):

Where medical care is provided by hierar-
chical organizations on a cavitation basis, both
service expansion and price reduction are likely.
Thus, not only is effective use of new types of
health manpower enhanced by the structural
characteristics of hierarchical organizations, but
also the gains flowing from their employment
are less likely to accrue to the providers, and the
more likely it is that consumers will benefit by
increased availability of services at lower prices.

In evaluating the role of physician extenders,
it is insufficient to assess their cost effectiveness
without also looking at who gains from the sav-
ings. Are the financial benefits of lower training
and employment costs to be shared with the
public or reaped only by providers? Under the
current fee-for-service system, are the modest
salaries of physician extenders exploitative,
given their income-generation capacity? The
organization and financing of health services in
the United States encourage inefficiency in the
delivery of medical care. Reforms that would
optimize the efficient use of physician extenders
have implications for the cost effectiveness of
other components of the system. Physician ex-
tenders can be integrated into the existing
system, as they have for the past decade, with
perpetuation of existing inefficiencies. From a
public policy perspective, it must be asked
whether improved access, resulting from em-
ployment of physician extenders, but unaccom-
panied by 1ower prices, is worth the further in-
flation in medical care expenditures. This is the
choice as the system currently functions. Given
the overriding concern for containing health
care costs, an assessment of NPs and PAs
should consider not only their performance
within the constraints of the current system, but
also their potential role in an integrated strategy
of reform to meet public policy objectives.
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APPENDIX: BACKGROUND INFORMATION ON
PHYSICIAN EXTENDERS

Training

Although physician extender training existed on a
very limited scale as early as the 1930’s, the major
thrust in training both NPs and PAs in the United
States began in 1965 (5). Duke University established
the first primary care PA training program. PAs gen-
erally receive 2 years of academic and clinical train-
ing in a medical school setting. Although postsec-
ondary education or previous experience in a health
profession is not specifically required, most PAs have
had 3 or more years of college-level education or
several years’ experience in a related health field such
as medical technology, physical therapy, or voca-
tional nursing. While the initial intention of PA pro-
grams was to provide training in primary care, about
half of all PAs now specialize in other fields such as
ophthalmology, urology, orthopedics, internal medi-
cine, and other medical and surgical subspecialties
(46).

Medex often are considered in the same category as
PAs because they practice under the same legal au-
thority and receive similar preparation. Medex train-
ing was conceived as a way to allow former military
corpsmen to apply their skills to rural medical prac-
tice. The first training program was established in
1969 at the University of Washington. Medex receive
15 months of training, including preceptorship,
often with rural physicians. Unlike PAs, Medex are
trained almost exclusively in primary care.

The concept of expanded function nursing grew
out of a program to train nurses to become pediatric
NPs at the University of Colorado in 1965 (49). Also
referred to as nurse clinicians, nurse associates,
clinical nurse specialists, or nurse generalists, these

Specialty

Pediatric. . .
Midwi fery .
M a t e r n i t y
Family. . . . .
Adult . . . . . .
Psychiatric.

Total .

. . . . . . . . . . . . . .

. . . . . . . . . . . . . .

. . . . . . . . . . . . . .

. . . . . . . . . . . . . .

. . . . . . . . . . . . . .

. . . . . . . . . . . . . .

. . . . . . . . . . . . . .

individuals all belong to the general category known
as NPs, The NP receives additional training beyond
that required for an RN license3 in a particular spe-
cialty such as pediatrics, family practice, maternity,
adult practice, or psychiatry. There are two types of
training programs: those that offer an NP certificate
and those that award a master’s degree. Table A-1
shows the distribution of different NP training pro-
grams by both specialty and type of degree offered.

Until standardization of the length of NP cer-
tificate programs to 1 year in the Nurse Training Act
of 1976, NP training varied between master’s and cer-
tificate programs as well as among specialties. Mas-
ter’s degree programs require a previous baccalaure-
ate RN license and, on average, require more than a
year of training; certificate programs are now 1 year
in length. Table A-2 shows the average length of dif-
ferent NP training programs.

Legislation Supporting Physician
Extender Training

Federal support for physician extender training
was limited before 1970. Some early NP training pro-
grams received assistance through special project
grants provided under the Nurse Training Act of
1964 (Public Law 88-581) and, later, title 11 of the
Health Manpower Act of 1968 (public Law 90-490)
(103). The National Center for Health Services Re-
search funded the first Medex training program at the

Table A-1 .—NP Programs by Specialty and Type of Program

T y p e  o f  p r o g r a m  “-

Certificate Master’s Total

Number Percent Number Percent Number Percent

42 48.8 ”/0 ‘8 17.8°\o 50. 38.2-0/0
5 5.8 6 13.3 11 8.4.
7 8.1 7 15.5 14 10.7.

17 19.8 12 26.7 29 22.1
15 17.5 8 17.8 23 17.6. .

— — 4 8.9 4 3.0. .
86 1OO.O O/O 45 100.OYO 131. . 1OO.OO/O
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University of Washington. By the late 1960’s, PA
training programs were receiving funding from a
variety of Federal sources, including the Office of
Economic Opportunity, the Model Cities Program,
the Veterans’ Administration, the Public Health
Service, the Department of Defense, and the Depart-
ment of Labor (52). However, most physician ex-
tender training programs during this period de-
pended on institutional or private resources.

In the early 1970’s, the Federal Government be-
came more interested in the potential of physician ex-
tenders to address health manpower problems. In-
creasing concern over rising costs and the continued
shortage of physicians in primary care was reflected
in two major pieces of legislation aimed specifically
at increasing the number of NPs and PAs. The Com-
prehensive Health Manpower Act of 1971 (Public
Law 92-157) provided the first large Federal pro-
vision for NP and PA training programs (35). The
Nurse Training Act of 1971 (Public Law 92-150) pro-
vided broadened authority for special project grants
and contracts including support for training pro-
grams for NPs (99). Passage of the Nurse Training
Act of 1975 further reinforced the Federal commit-
ment by establishing a new, separate section for sup-
port of NP training. Further, in 1977, the Health Pro-
fessions Educational Assistance Act of 1976 (Public
Law 94-484) was amended by the Health Services Ex-
tension Act (Public Law 95-83) to provide additional
grants and contracts for physician extender training
programs (64). Although the Nurse Training Act of
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Table A-3.—Practice Setting Location of NPs by Type of NP Programa

Type of program

Certificate Master’s Total

Practice setting location Number Percent Number Percent Number Percent

Inner city . . . . . . . . . . . . . . . . . . 126 31 .40/0 41 42.4°10 167 33.6°\o
Other urban . . . . . . . . . . . . . . . . 65 16.3 24 24.7 89 17.9
Suburban . . . . . . . . . . . . . . . . . . 35 8.8 11 11.3 46 9.3
Rural . . . . . . . . . . . . . . . . . . . . . . 77 19.3 7 7.2 84 16.9
Combination. . . . . . . . . . . . . . . 16 4.0 3 3.1 19 3.8
OtherC. . . . . . . . . . . . . . . . . . . . . 81 20.2 11 11.3 92 18.5

Totald . . . . . . . . . . . . . . . . . . . 400 1 OO.OO/O 97 1 OO.OO/O 497 1 OO.OO/O

The tendency of NPs to locate more often in inner-
city areas may be partially explained by the fact that
NP training programs are largely based in urban cen-
ters (see table A-4). Moreover, most nurses, who
comprise the applicant pool for NP programs, are
employed in metropolitan areas initially and thus are
more likely to remain there (18).

In the past, it has been difficult for many under-
served areas to attract and maintain physicians.
However, practice in these areas may have special
advantages for physician extenders. One study of 85
NPs in rural areas (97) showed that 40 percent chose
rural practice because it “offered a creative approach
to health care delivery. ” Another 25 percent were in
rural settings because of “the opportunity for role
autonomy. ” Both of these responses can be inter-
preted as reflections of the inadequacy of physician
supply in relation to consumer needs. What may be
defined by physicians as problems of rural practice
may instead present themselves as opportunities for

physician extenders which may not be available in
areas with an adequate or excess supply of physicians
(8,15,37,73,97),

Several training programs have been developed
specifically to prepare NPs to practice in underserved
areas. One of the largest such programs in the coun-
try is the FamiIy Nurse Practitioner Program at the
University of California. Students in this program
are recruited from rural areas and trained with a self-
selected physician preceptor in a rural practice. Ad-
ministrators of the program feel that this system has
helped to promote a positive relationship between
physicians and NPs and to encourage their further
use in rural areas (88). Other institutions, including
the University of North Carolina and the University
of Minnesota, operate similar training programs
which place NPs in Area Health Education Centers
and other rural health clinics in their States (28). In
Kentucky, the Frontier Nursing Service trains nurse-
midwives and family NPs to provide services to rural
areas of southeastern Kentucky and is the only avail-
able source of primary care to most residents in this
area (62). These programs have succeeded in placing
and maintaining a high percentage of their graduates
in rural areas.

The practice location of NPs varies by both their
specialty and type of training program from which
they graduated. The specialties most likely to be
represented in inner-city locations are pediatrics,
midwifery, and maternity, while family NPs are the
most likely to be represented in rural areas (see table
A-5). Moreover, a larger percentage of practitioners
from certificate programs (19 percent) than graduates
of master’s degree programs (7 percent) is in rural
areas.

Although physician extenders have made their
presence known in underserved communities, and, as



28 . Backround Paver #2: Case Studies of Medical Technologies

Table A-S.—Practice Setting Location of NPs by Specialty and Type of NP Programa

Type of Pediatric Midwifery Maternity Family Adult Psychiatric Totalprogram/practice - -— -- ---—– —–– -——-– ——–-.–– —. ---
setting location Number Percent Number Percent Number Percent Number Percent Number Percent Number Percent Number Percent

— — —

Certificate
Inner city. ., .,
Other urban. . . .
S u b u r b a n .
R u r a l  . . .
C o m b i n a t l o n b.
O t h e rc

Total. . . .

Master’s
Inner city. .
Other urban, .,
S u b u r b a n .
Rural . . ., . .
C o m b i n a t i o n b.
Other c . . . . . .

Total. . . . . . . .

Totald
Inner city, . . .,
Other urban. , . . .
Suburban. . . . . .
Rural . . . .
C o m b i n a t i o n b.
Otherc . . .

Total. ., . . .,

70
28
20
26
11
15

170

3
1
1
1

—
1
7

73
29
21
27
11
16

177

—

41.1 0/0

16.5
11.8
15.3
6.5
8.8

100.0

42.80/0
14.3
14,3
14.3

—

14.3
100.0

41 .2’70
16.4
11.9
15.3
6.2
9.0

“100,0

3
2
1
2

—

1
9

12
6
3

—

2
2

25

15
8
4
2
2
3

34

8
10

1
4
—

2
25

3
1
—
—
—
—
4

11
11

1
4
—

2
29

28
14

5
29

5
21

102

16
12

5
3
1
7

44

44
26
10
32

6
28

146
—.

—
—
—
—
—
—
—

—
—
2
1

—
—

3

—
—

2
1

—
—

3

—
—
—
—
—
—
—

—
—

66.7 %
33.3
—
—

100.0

—
—

66.70/0
33.3
—
—

100.0
—

126
65
35
77
16
81

400

41
24
11

7
3

11
97

167
89
46
84
19
92

497

31 .40/o
16.3
8.8

19.3
4.0

20.2
100.0

42.4%
24,7
11.3
7.2
3.1

11.3
100.0

33.60/’
17.9
9.3

16.9
3.8

18.5
100.0
.

a group, they seem most easily attracted to these
areas, it should not be assumed that this trend will
continue indefinitely.   As noted earlier, under current
legal arrangements, physician backup must be avail-
able to physician exterders. It is uncertain how many
physician extenders can be absorbed in underserved
areas given this constraint. Also, until now, many
rural practices have been supported by Federal and
State funds. If these resources evaporate in the
future, such rural practices would have to become
financially self-sufficient in order to retain existing
personnel or to employ new personnel. A study of
physician extender practices in rural communities in
California has shown that freestanding rural prac-
tices can become financially viable with continued
Federal and State support (31). But without such sup-
port or third-party reirnbursement, economic viabili-
ty is much less likely (63).

Physician and Consumer Acceptance

From the beginning, physician and consumer ac-
ceptance of NPs has been a major issue. The wide-
spread use of NPs depends on the willingness of phy-
sicians to hire them and patient receptiveness to the

kinds of services they provide, particularly in private
physician practices.

Current Federal reimbursement policies, which do
not include payment for services provided by physi-
cian extenders, serve as a disincentive for physicians
to employ physician extenders. Among the other rea-
sons most frequently cited by physicians for not hir-
ing NPs are legal restrictions, limitations on space or
facilities, and resistance from other health providers
(100). Concerns about liability and malpractice
coverage   also  may discourage physicians from hiring
NPs (45,56,107). However, the use of NPs also pro-
vides advantages for physicians to expand the num-
ber of patients in their practices, increase their in-
come, broaden the scope of their services, or acquire
more flexibility with their time. Physician extenders
may be useful particularly to rural physicians, who,
because of their fewer numbers, must see consid-
erably more patients and work longer hours than
their urban counterparts (46).

The Institute of Medicine (IOM) reported on a
series of studies in the last decade which attempted to
document both physician approval of the concept of
NPs and physician willingness to hire them (77).
While the findings varied significantly among the
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studies, the general pattern showed that physician
approval of the concept of NPs often was not accom-
panied by a willingness to hire them. While one sur-
vey cited by IOM found that as many as 70 percent
of physicians would hire an NP (67), most others
found considerably lower interest. For example,
Lawrence, et al. (45) found that only 24 percent of
those surveyed would hire an NP, although 86 per-
cent expressed approval of the concept (45).

Physician attitudes toward NPs are perhaps more
strongly influenced by their medical education ex-
perience than any other single factor. Medical educa-
tion does not encourage delegation of patient-care-
related tasks to nonphysicians and emphasizes ulti-
mate physician responsibility in all aspects of care.
Physicians may feel that by using NPs they will sac-
rifice quality of care and important elements of the
physician-patient relationship. As a result, physi-
cians may be particularly reluctant to delegate tasks
to a large degree or to accept the NP as a professional
colleague (19,96).

In its review of studies on task delegation, IOM
concluded that while physicians who employed NPs
were satisfied with their performance, they were
“more disposed to delegate duties that are in the
realm of nursing practice and not in the realm of
medical practice” (105). While confident of the NP’s
ability to take medical histories, provide counseling,
and perform other routine tasks relating to primary
care, many physicians express hesitation in allowing
NPs to perform physical examinations or other more
technical procedures. In the past, pediatricians have
been the most receptive to NPs functioning in an ex-
panded capacity, but the recent increase in the num-
ber of pediatricians and pediatric NPs, combined
with the declining birth rate, may alter this pattern in
the future (1).

Because exposure to team practice is a recent and
still limited innovation in medical education, older
physicians (particularly those in long-standing solo
private practices) are somewhat less likely than
younger ones to be receptive to NPs, Physicians in
group practices generally are more willing to employ
NPs than solo practice physicians. Several explana-
tions are offered for this pattern, including the sug-
gestion that members of group practices are more fa-
miliar with team practice and more willing to dele-
gate tasks to gain time for other professional ac-
tivities or for leisure (45,54).

Because of the reluctance of physicians in private
practice to employ NPs, most NPs practice in orga-
nized settings. As seen in table A-6, only 14.2 percent
of NPs surveyed by Sultz, et al. (100) were employed
in private physician practices.

Consumer acceptance of NPs is essential to the in-
tegration of NPs into medical services delivery. The

patient’s confidence in the NP’s professional com-
petence, the quality of communication between pa-
tient and NP, and improved access to services due to
NP participation in the practice are key factors in
achieving consumer acceptance.

From the beginning, consumers have shown less
resistance than physicians to NPs. Studies on con-
sumer acceptance reviewed by IOM show that pa-
tients seem to perceive little or no difference between
physicians and NPs once an ongoing relationship is
established (76). In fact, several studies have found
patients preferring NPs for many services previously
provided by physicians (41,48,53,57). Other studies
have reported that patients under the care of NPs
broke fewer appointments and complied more strict-
ly with prescribed treatments than those of physi-
cians (14,51,81,85). NPs tend to spend more time per
patient visit and place greater emphasis on counsel-
ing and education. These aspects of NP practice
enhance their attractiveness to patients.

As with physicians, consumer acceptance of NPs
increases with exposure to them. It is here that the
physician plays a critical role. The patient often uses
the physician’s attitude toward the NPs as a signal to
accept or reject NP services (68). Moreover, reports
of experimental projects introducing NPs noted the
necessity of assuring patients assigned to NPs that
such assignment would not restrict their access to the
physician. As a result, patient confidence in the
availability of the physician was generally sufficient
for them to receive the majority of their care from the
NP (17).

Obviously, acceptance by physicians and consum-
ers is just as great an issue for PAs as for NPs.
Because of the differences in their training and skills,
one group may be preferred by physicians in certain
situations. Whereas the PA usually functions more
directly with the physician or as a physician sub-
stitute, the NP may bring a broader spectrum of serv-
ices to a practice. This is an area which has yet to be
explored in depth.

Legal Restrictions

Since licensure is a State responsibility, each State
has legal jurisdiction to regulate the practice of health
professionals. As new professions emerge, they seek
recognition by the State. In such instances, the State
must act with little precedent or experience to guide
its actions. The lack of uniformity in State regulation

of NPs and PAs reflects their relatively recent in-
troduction and the continued uncertainty about their
appropriate role in health services delivery. More-
over, as pointed out by CBO (18), changes in medical
practice legislation generally occur in consultation
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Table A-6.—NPs by the One Employment Setting in Which They Spent Most of Their Time
as NPs and Type of NP Programa

Type of program

Certificate Master’s Total

Employment setting Number Percent Number Percent Number Percent

22
17

5
248

59
15
75

98
6

80

4

32
43

1
42

40
2

—
—

4
7

In-hospital practice. . . . . . . . . . . . . ‘- — --- .- . - - —

Patient unit . . . . . . . . . . . . . . . . .
Emergency room. . . . . . . . . . . . .

Ambulatory clinical practice . . . . .
Private practice. . . . . . . . . . . . . .
Prepaid group practice. . . . . . . .
Hospital-based clinic . . . . . . . . .
Community-based clinic

or center. . . . . . . . . . . . . . . . . .
Other ambulatory practice. . . . .

Nonhospital institutional setting .
School for mentally or

physically handicapped. . . . .
Grades 1-12, public school

system. . . . . . . . . . . . . . . . . . .
College health programs . . . . . .
Other non hospital institutional

setting . . . . . . . . . . . . . . . . . . .
Nonhospital community setting . .

Health department or
home health agency. . . . . . . .

Social services or agency . . . . .
Other nonhospital community

setting . . . . . . . . . . . . . . . . . . .
School of nursing . . . . . . . . . . . . . .
Extended care facility. . . . . . . . . . .
Other b . . . . . . . . . . . . . . . . . . . . . . .

Overall . . . . . . . . . . . . . . . . . . . . . 403 100.070 97 100.070 500 1OO.OO/O

5.5%
4.2
1.3

61.5
14.6
3.7

18.6

23.1
1.5

19.9

1.0

7.9
10.7

0.3
10.4

9.9
0.5

13
12

1
69
12

5
27

23
2
1

1

8

6
1

13.4”/0
12.4

1.0
71.2
12.4
5.2

27.8

35
29

6
317

71
20

102

7.0 ”/0
5.8
1.2

63.4
14.2
4.0

20.4

23.7
2.1
1.0

1.0

116
8

81

4

32
44

23.2
1.6

16.2

0.8

6.4
8.8

8.2
1

50
0.2

10.0

6.2
1.0

45
3

9.2
0.6

1.0
1.7

1
2
3
1

1.0
2.1
3.1
1.0

1
2
7
8

0.2
0.4
1.4
1.6

with the medical profession. The requirements for
physician supervision, restrictions on functions such
as drug prescribing, and prohibition of independent
practice all reflect the influence of organized
medicine on this process.

In 1978, Miller and Byrne, Inc. (58) published a
survey of State legislation governing the practice of
NPs and PAs. Each State regulates NPs through the
State’s nurse practice act. In some States, NPs are
able to practice without significant changes in ex-
isting statutes. Although they perform functions
beyond that of traditional nursing, their expanded
role is considered an extension of nursing allowed by
the statute, rather than a significant departure requir-
ing new regulations. In States that prohibited nurses
from engaging in diagnosis and prescription of treat-
ment, NPs could not practice without new statutory
authority. The response of these States has been
either to replace previous statutes with new defini-
tions of nursing roles or to amend existing law to ac-
commodate expanded role nursing. The response of
some States has been to provide more open-ended

authority in recognition of evolving nursing roles.
For example, the California Nurse Practice Act states
that nursing is “a dynamic field . . . which is con-
tinually evolving to include more sophisticated pa-
tient care, ” and also recognizes “the existence of
overlapping functions between physicians and reg-
istered nurses” and permits “sharing of functions”5
(58). While States have generally recognized the par-
ticipation of nurses in activities previously restricted
to physicians, they have maintained prohibitions
against nurses functioning independently in the med-
ical sphere.

The PA, unlike the NP, represented a new type of
health professional previously not covered by State
law (58). For this reason, new statutory authority
was required in every State where PAs were allowed
to practice. Initially, States responded by expanding
physician delegator authority under the Medical
Practice Acts to allow PAs to work under physician
supervision. The majority of States, however, have
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enacted regulatory statutes giving the State board of
medical examiners authority over training and em-
ployment of PAs. As with NPs, the laws regarding
PAs tend to vary from State to State. For example,
legislation in New Mexico, Ohio, and South Carolina
contains extensive lists of specific medical tasks
which PAs may or may not perform. In other States,
such as Oregon, where the laws are much less ex-
plicit, the PA may perform whatever tasks are per-
mitted by the supervising physician. There is also
wide variation regarding the particular type of super-
vision required for PAs. Some States permit tele-
phone consultation as a sufficient means of supervi-
sion while others also require the physician to es-
tablish written protocols and review all patient
records on a regular basis. Very few States require
direct “over-the-shoulder” supervision, but in remote
areas where the physician and the PA may be in dif-
ferent locations, the physician is often required to
regularly visit the facility where the PA works. When
the Miller and Byrne study (58) was published, four
States had no guidelines to regulate PAs.

The legal restrictions placed on NP and PA prac-
tice are a significant barrier to their integration into
medical delivery. Such restrictions can make it im-
possible for physician extenders to practice at a level
commensurate with their training. Moreover, the
lack of uniformity in State laws limits the mobility of
physician extenders. While all training programs
must meet minimum standards for accreditation, the
content of such programs tends to reflect the law of
the States in which they are located. While an NP or
PA trained in one State may be capable of perform-
ing authorized functions in other States, their specific
training experience may not fulfill licensing re-
quirements outside their State of training. Although
this does not prohibit relocation, it does create a ma-
jor disincentive. Moreover, since most physician ex-
tender training programs are concentrated on the east
and west coasts, it may be difficult to achieve a dis-
tribution of graduates from areas where they were
trained to other areas of the country where their serv-
ices are most needed.

Reimbursement

Reimbursement remains a major obstacle to the ex-
panded use of physician extenders. Insurers are gen-
erally reluctant to extend coverage to new service
providers because of either legal restrictions or desire
to control costs and to avoid encouragement of other
health workers who provide similar services from
seeking compensation (18,58). While some private

third-party payers support the concept of reimburse-
ment for physician extender services, virtually none
provide payment.

Approximately half the States provide some type
of reimbursement for physician extender services
under their medicaid programs. In all cases, payment
is made to the supervising physician or institution.
Federal reimbursement under the medicare program
has allowed institutions to include physician extender
compensation in their calculation of reasonable cost
for reimbursement purposes. Federal payments for
primary care services provided by physician ex-
tenders, however, have been restricted by provisions
enacted before these new professions were estab-
lished. In most cases, services traditionally, per-
formed by physicians are not reimbursable under
Federal programs when provided by physician ex-
tenders (64). Under medicare part B, reimbursement
for medical services rendered by physician extenders
is restricted to those “furnished as an incident to a
physician’s professional services, of kinds which are
commonly furnished in physicians’ offices and are
commonly either rendered without charge or in-
cluded in physicians’ bills” (213).6

In 1977, the Rural Health Clinic Services Act
(Public Law 95-210) waived such restrictions in the
medicare and medicaid programs for physician ex-
tenders practicing in certified rural health clinics
located in designated underserved areas. The Act
provides payment for physician extender services
even when not directly supervised by a physician at
all times. This allows such clinics staffed only by
physician extenders, with physician backup, to pro-
vide reimbursable primary care services to medicare
and medicaid beneficiaries. Payment is on a reason-
able cost basis and is restricted to those physician ex-
tender services authorized under State legislation.
Because of variation in legal and reimbursement pol-
icies among States, the impact of Public Law 95-210
on each State will differ (105).

Changes in reimbursement policy, while signifi-
cant, have come slowly and on a very limited basis.
The result has been to tie physician extender practice
to the supervising physician or institution. Because
most physician extenders are currently employed in
organized settings, reimbursement restrictions have
not prevented the growth of their professions. With-
out expanded employment opportunities in physician
private practices, however, physician extenders will
not be able to assume an important role in medical
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care delivery. Current reimbursement restrictions
make such an expansion unlikely. Modifications of
current reimbursement policy could address this
problem. A number of questions including the scope
of services to be reimbursed, method of payment to
physician extenders in physician offices, level of pay-
ment for services that both physician extenders and
physicians can provide, payment levels in under-
served v. adequately served areas, and the recipient
of payment for physician extender services must first
be resolved (64).

Practice With Physicians v.
Independent Practice

The functions of NPs are directly influenced by
their employment setting. NP training encourages in-
dependence, responsibility, and autonomy as impor-
tant aspects of professional development. As a result,
NPs generally prefer employment settings which of-
fer increased self-sufficiency and greater decision-
making responsibility in patient care. Organized set-
tings tend to offer less opportunity to meet these ex-
pectations, but because such settings are more recep-
tive to hiring NPs, the major portion of NPs are
employed in them (1o00. NPs might prefer to work in
physician private practices or in independent prac-
tices, but the opportunities to do so are limited. The
major portion of physicians are in private solo or
group practices, and yet a 1976 survey by Sultz, et al.
(99) found only 14 percent of NPs employed in physi-
cian private practices. While the actual number of
NPs in independent practice is not known, the Amer-
ican Nursing Association estimates that there are
about 300 private independent NP practices (18).

For many NPs, employment in physician private
practices presents several perceived advantages over
less flexible institutional settings. In particular, group
practices which emphasize a “team” approach seem
to allow NPs increased participation in many aspects
of practice (11,12), However, physicians may be dis-
couraged from using NPs in their private practices
because of legal restrictions or ambiguities and lack
of third-party reimbursement for NP services, Also,
the increase in the number of medical school grad-
uates may further reduce physician interest in NPs or
PAs.

The experience of NPs in physician private prac-
tices varies considerably, since the physician deter-
mines the exact nature of their responsibilities. In
some situations, NPs may actively participate in
diagnosis and treatment of illness, provide counsel-
ing and patient education, and perform a wide range
of other duties. In other settings, however, the physi-

cian may be unwilling to delegate a broad spectrum
of tasks, and the functions of the NP may be limited
to more traditional nursing tasks (11,12).

As an alternative to their interest in employment in
physician private practices, a small number of NPs
have attempted to establish independent practices.
There are many difficulties in undertaking such prac-
tices. Initially, an independent practice requires a
substantial financial investment. Startup costs can be
$15,000 or more, and the NP must be prepared to
operate at a deficit until an adequate clientele can be
developed (2). Moreover, since in the limited cases
where third-party reimbursement is available for NP
services, the payment is made to the supervising
physician or institution, rather than directly to the
NP, virtually all independent practices must rely on
out-of-pocket payments from patients. As a result,
very few independent practices have attained finan-
cial self-sufficiency. Those that have been successful
usually have either been located in metropolitan
areas or have provided a particular service not wide-
ly available otherwise in the community, such as
home visits (2,110). However, more often NPs in pri-
vate independent practice report that they must sup-
plement their incomes through speaking engage-
ments, teaching, and other nursing employment (2,4,
6,23,95).

In addition to serious financial problems, the ap-
propriateness of independent practice by NPs is ques-
tioned by physicians, nurses, consumers, and policy-
makers. It has been noted that nurses may perceive
NPs as taking on a more dominant role, similar to
that of physicians, and therefore may be reluctant to
support independent practice (18). In one study, 73
percent of nurses and 2 percent of physicians felt that
the proper role for an NP is to practice with a physi-
cian (18). Since NPs’ independent practices would de-
pend on physician referrals to establish a clientele,
the concerns expressed by physicians suggest that
such referrals generally will not be forthcoming.
Consumer reluctance to use independent NPs comes
from inherent resistance to any new provider, from
unfamiliarity with a nonphysician providing medical
services, and because, when given the choice, many
would continue to prefer a physician. Some inde-
pendent NPs’ practices have waited several months
for their first patients (87).

Independent practices will not develop under exist-
ing characteristics of NP practice. As a result of cur-
rent legal specification of the kinds of services NPs
can perform without the supervision of a physician,
the majority of NPs in independent practice provide
traditional nursing care rather than primary medical
care (50).



Since the introduction of NPs, there have been
some changes in licensure laws to allow them to prac-
tice in a manner more commensurate with their train-
ing. NPs have sought statutory changes which would
allow them to practice more broadly. In some cases,
States have responded to these efforts (e.g., Califor-
nia recently acted to allow nurses to become mem-
bers of a medical corporation). ’ Whether or not
policy makers agree on the degree of independence to
be prescribed legally for physician extenders, a grow-
ing number support the position that reimbursement
policies should be revised to encourage NP and PA
employment. With the existing structure of health
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