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Washington is interested in accountability for 
federal funds. Physicians and academic institu-
tions need funding sources that allow trainees 

to meet patients where they are—both geographically 
and by specialty distribution. Hospitals could bene-
fit from diversification of payers and transparency of 
Graduate Medical Education (GME) funding to ensure 
sufficient resources are available when and where they 
are needed, particularly as hospital systems are expand-
ing into the community and outpatient settings. Patients 
deserve a system that supports health systems, educators, 
and trainees focused not on hospital throughput, but 
longitudinal, quality-based, comprehensive care. We get 
what we pay for, and right now, we all have something 
to gain from GME funding reform.

If we have learned anything in recent discussions 
about the Affordable Care Act, it is that policies that 
take away benefits are much more difficult to move 
forward than those offering new opportunities or rights. 
The latest example has been the coverage of people with 
pre-existing conditions. However, this same concept has 
been at the root of discussions about GME funding for 
decades, an issue that is reemerging as the models of care 
delivery and trainee education continue to shift away 
from hospital-based, fee-for-service care. 

Since its creation in 1965, the Centers for Medicare 
and Medicaid Services (CMS) has been a primary funder 
of GME in the United States. Though initially intended 
to be a temporary investment, the complex mechanisms 
of their GME support have now been in place for 52 
years. As described recently in SGIM Forum (December 
2018 issue), this system now accounts for $9.6 billion of 
our nation’s estimated $15 billion GME budget.1 

Understandably, discussions about changing the 
way CMS and others determine GME funding are 

anxiety-producing, opening doors to cuts in seeming-
ly secure sources of income for hospitals and training 
programs. However, the current allocation of these 
resources, like the funding, is still based on decades-old 
algorithms, which may not be as applicable to today’s 
health care landscape. The status quo may not be as 
rosy as it seems.

CMS funds are distributed to organizations (usu-
ally hospitals) that serve Medicare (and, in some states, 
Medicaid) patients. These algorithms and the resultant 
payments are based on data from 1996, which identified 
how many trainees were present and in what geographi-
cal locations. Even then, these calculations did not fully 
calculate how much training did or should cost. The 
current system assumes that the utilization of resources, 
the geographical distribution, and specialty distribution 
are unchanged since the original calculations were made. 
However, the increasing focus on outpatient care as well 
as urban growth and population redistribution have 
led many to worry that many populations are under-
served due to lack of training in certain specialties or 
regions based on these outdated funding mechanisms. 
Additionally, the bookkeeping processes of these funding 
mechanisms is less than transparent, so much so that a 
national Institutes of Medicine (now National Academy 
of Sciences) committee on the subject relied on subjective 
survey data rather than hard numbers to calculate costs 
and accountability of services.2

Physician and health policy organizations, such 
as the Society of General Internal Medicine (SGIM), 
have identified many concerns with the current GME 
payment structure. The following are common threads 
in the positions of multiple specialties and stakeholder 
organizations:
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dits, OIG discovered that systems to 
assure accurate counting of residents 
(for purposes of reimbursement) were 
lacking. In fact, its review revealed 
that it was common for multiple hos-
pitals to be reporting (and collecting 
funds for) the same residents. In re-
sponse to the report, CMS concurred 
with the recommendations that their 
database be updated and better 
overseen—a positive step towards 
more effective models for transparent 
and accountable reimbursement for 
GME.6

Through the Medicare Access 
and CHIP Reauthorization Act 
(MACRA) of 2015, CMS has started 
exploring alternative models of pay-
ment and delivery for the country’s 
older and poorer populations, so 
this would seem to be an opportune 
time to address other items on the 
federal agency’s mandatory budget. 
In June 2018, Senator Cory Gardner 
(R-CxO) introduced the Rural 
Physician Workforce Production 
Act of 2018 in hopes of unifying 
DGME and IME payments into 
a single per resident payment to 
facilitate the training of residents in 
sites beyond urban inpatient settings 
(S. 3014). This fall, Senator Mazie 
Hirono (D-Hawaii) introduced the 
Health Equity and Accountability 
Act (HEAA, S. 3660) that aimed to 
improve care to underserved popu-
lations, promote health equity, and 
eliminate the cap on Medicare GME 
funding. Both bills were read twice 
and referred to the Committee on 
Finance, but never voted on in the 
Senate. Now that the new Congress 
has convened, versions of these bills 
will need to be resubmitted for fur-
ther action, presenting opportunities 
for individual and organizational 
advocacy.

It is hard to turn a ship that has 
been moving in the same direction 
for half a century, but with contin-
ued support from the educational 
community, improved oversight and 
diversification of major funders, 
restructuring of reimbursement 

•	 Diversify Funders: Including all 
payers in contributing to GME 
funding would help un-cou-
ple training from care of only 
Medicare patients and would (ap-
propriately) revisit the question 
of whether residency training is a 
public good that even should be 
paid for by federal funds.3,4

•	 Improve Transparency of the 
Payment Process: Many sug-
gest combining IME and DGME 
or creating a new measure like a 
National Per Resident Payment 
(NPRP).3,4

•	 The Focus on Inpatient Care 
Does Not Address Need for 
Primary Care Workforce: A 
growing body of evidence sug-
gests that we are in need of more 
primary care physicians in the 
United States, some estimating 
that “demand for primary care 
physicians is projected to reach 
263,100 FTEs in 2025”.5

•	 Create Performance-Based 
GME Metrics: Standardized 
and timely metrics would assist 
with allocation of funds in a way 
that addresses the needs of the 
American people and the medi-
cal profession.4,6

•	 Lift Caps on GME Residency 
Slots: the current number of 
residents and fellows is based on 
an algorithm that uses data from 
1996.

The administration also rec-
ognizes these needs. As a result of 
discussions about shifting resources 
to meet locations of health care, 
and calls for transparency of these 
processes, the Department of Health 
and Human Services (HHS) Office 
of Inspector General (OIG) per-
formed an audit of the GME system 
and found significant variability in 
hospital reporting of GME funding 
allocations. In a review of 8 prior au-
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models, and a call for increased gov-
ernment transparency, we may look 
forward to a different view.
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