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The Council on Graduate Medical Education

The Council on Graduate Medical Education
(COGME) was authorized by Congress in
1986 to provide an ongoing assessment of
physician workforce trends, training issues and fi-
nancing policies, and to recommend appropriate
Federal and private sector efforts to address identi-
fied needs. The legislation calls for COGME to ad-
vise and make recommendations to the Secretary
of the Department of Health and Human Services
(DHHYS), the Senate Committee on Labor and Hu-
man Resources, and the House of Representatives
Committee on Commerce. The Health Professions
Education Partnerships Act of 1998 reauthorized the
Council through September 30, 2002.

The legislation specifies 17 members for the
Council. Appointed individuals are to include rep-
resentatives of practicing primary care physicians,
national and specialty physician organizations, in-
ternational medical graduates, medical student and
house staff associations, schools of medicine and
osteopathy, public and private teaching hospitals,
health insurers, business, and labor. Federal repre-
sentation includes the Assistant Secretary for
Health, DHHS; the Administrator of the Health Care
Financing Administration, DHHS; and the Chief
Medical Director of the Veterans Administration.

Charge to the Council

The charge to COGME is broader than the name
would imply. Title V11 of the Public Health Service
Act, as amended, requires COGME to provide ad-
vice and recommendations to the Secretary and
Congress on the following issues:

1. The supply and distribution of physicians in
the United States.

2. Current and future shortages or excesses of
physicians in medical and surgical specialties
and subspecialties.

3. Issues relating to international medical school
graduates.

4. Appropriate Federal policies with respect to the
matters specified in items 1-3, including poli-
cies concerning changes in the financing of un-
dergraduate and graduate medical education
(GME) programs and changes in the types of
medical education training in GME programs.

5. Appropriate efforts to be carried out by hospi-
tals, schools of medicine, schools of osteopathy,

and accrediting bodies with respect to the mat-
ters specified in items 1-3, including efforts for
changes in undergraduate and GME programs.

6. Deficiencies and needs for improvements in
data bases concerning the supply and distribu-
tion of, and postgraduate training programs for,
physicians in the United States and steps that
should be taken to eliminate those deficiencies.

In addition, the Council is to encourage entities
providing graduate medical education to conduct
activities to voluntarily achieve the recommenda-
tions of the Council specified in item 5.

COGME Reports

Since its establishment, COGME has submit-
ted the following reports to the DHHS Secretary
and Congress:

 First Report of the Council (1988)

» Second Report: The Financial Status of Teach-
ing Hospitals and the Underrepresentation of
Minorities in Medicine (1990)

» Scholar in Residence Report: Reform in Medi-
cal Education and Medical Education in the
Ambulatory Setting (1991)

 Third Report: Improving Access to Health Care
Through Physician Workforce Reform: Direc-
tions for the 21st Century (1992)

» Fourth Report: Recommendations to Improve
Access to Health Care Through Physician
Workforce Reform (1994)

 Fifth Report: Women and Medicine (1995)

 Sixth Report: Managed Health Care: Implica-
tions for the Physician Workforce and Medi-
cal Education (1995)

» Seventh Report: Physician Workforce Funding
Recommendations for Department of Health
and Human Services’ Programs (1995)

» Eighth Report: Patient Care Physician Supply
and Requirements: Testing COGME Recom-
mendations (1996)

* Ninth Report: Graduate Medical Education
Consortia: Changing the Governance of
Graduate Medical Education to Achieve Phy-
sician Workforce Objectives (1997)
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e Tenth Report: Physician Distribution and COGME Resource Papers
Health Care Challenges in Rural and

.  Preparing Learners for Practice in a Managed
Inner-City Areas (1998)

Care Environment (1997)

* Eleventh Report: International Medical Gradu- « International Medical Graduates: Immigration
ates, The Physician Workforce and GME Pay- Law and Policy and the U.S. Physician

ment Reform (1998) Workforce (1998)
» Twelfth Report: Minorities in Medicine (1998)

» Thirteenth Report: Physician Education for a
Changing Health Care Environment (1999)
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Executive Summary

-I_ne past decade has seen changes in the Ameri-
can health care system that have the poten
tial to significantly impact on the nation’s
physician supply and requirements. In addition, in
the past two years there have been a number of statu-
tory and non-statutory policy changes related to
graduate medical education (GME), including the
passage of the Balanced Budget Act (BBA) in 1997
and an expansion of State GME activities.

This report assesses recent developments and
policies related to the physician workforce and
GME, and their potential impact on the supply, de-
mand and training of physicians in the coming years.
Among the significant developments reviewed in
the report are: the increasingly competitive market-
place for health services; the 1997 Balanced Bud-
get Act; expanded State GME financing activities;
the growth in the supply of non-physician clinicians;
and new GME policies at the Department of
Veterans Affairs. As part of this assessment, the
report calculates the progress that has been made
towards the goals of the Council on Graduate Medi-
cal Education (COGME) for decreasing the total
number of new physicians and increasing the per-
cent in generalist specialties. Based on the assess-
ment of recent developments, the report recom-
mends a new framework for Federal GME policies
and programs.

KEY FINDINGS

FINDING 1: The rate of growth in the physi-
cian supply has moderated slightly but is still
likely to lead to a surplus of physicians. To
help avoid a surplus of physicians, particularly spe-
cialists, the Council previously recommended that
the number of new physicians entering training be
equal to 110 percent of the number of U.S. medical
school graduates in 1993 (COGME Fourth Report,
1994; Eighth Report, 1996). The Council finds that
only limited progress has been made to date in re-
ducing the number of physicians in training and in
1997, 129 percent of the number of 1993 U.S. medi-
cal school graduates entered residency training. The
number of specialists being trained exceeds the tar-
get established by COGME by 41 percent, more than
4,000 physicians per year.

The number of physicians in training appears
to be leveling off and is likely to decrease for the
next few years. The number of new entrants, par-
ticularly international medical school graduates

(IMGs), has decreased moderately over the past five
years. The recent trends may reflect anticipation of
reduced support for GME in general, the growing
concern with surpluses in some specialties, and/or
declining hospital inpatient use. Many of the most
recent developments, particularly marketplace pres-
sures, the Balanced Budget Act, and the Federal
Medicare resident reduction demonstration in New
York, encourage downsizing the number of resi-
dents. Despite these developments, it seems unlikely
that the 110 percent goal will be reached within the
next five years.

FINDING 2: The number of generalist physi-
cians is increasing. Despite concern about a gen-
eral oversupply of physicians, the Council has con-
sistently recommended an increase in the number
of generalists being trained. This reflects concerns
about existing physician shortages, particularly in
underserved areas, and the expectation that the ex-
pansion of managed care would lead to an increase
in demand for generalists. The Council finds that
substantial progress has been made in increasing the
number of physicians entering or planning to enter
generalist specialties.

The Council’s goal for the number of general-
ists to be produced each year is usually expressed
as a percent of the goal for the total physician sup-
ply for each year: 50 percent (generalists) of 110
percent of the 1993 graduates of U.S. medical
schools. The Council concludes that 40 percent of
the current entering residents are likely to go into
generalist specialties. However, this is 40 percent
of the 129 percent of the 1993 graduates entering
training. In absolute numbers, this translates into a
modest under-production of generalists compared
to the COGME goals. The Council finds that the
nation is producing 9,217 generalists each year
compared to a goal of 9,879, a shortfall of 662,
or about 7 percent. This represents significant
progress from earlier years. Although the nation is
still falling short, the generalist goal appears to be
within reach and is likely to be achieved in the next
few years.

The marketplace, particularly a growing surplus
in some subspecialties, may be contributing to the
increase in interest of new physicians in generalist
specialties. State policies, private sector initiatives
and new VA policies also appear to be contribut-
ing. Recent surveys of medical students and the
results of the National Residency Match Program
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document the increased interest in generalist spe-
cialties by U.S. medical school students.

FINDING 3: Recent developments may sup-
port more training in ambulatory settings;
however, additional policy initiatives may be
needed. Medical schools, residency review com-
mittees, States and foundations are promoting in-
creased training in ambulatory settings. The expan-
sion of the settings and arrangements under which
Medicare will recognize the costs of training out-
side of the hospital authorized by the Balanced Bud-
get Act should also help. However, there are con-
cerns that the changes authorized by the BBA do
not adequately address the policy goal of optimal
use of ambulatory training and few, if any, non-pub-
lic payers provide enhanced reimbursement for phy-
sician training in these settings. It remains to be seen
whether the recent pressures to shift training to am-
bulatory settings and the more supportive Medicare
payment policies will be sufficient to overcome nu-
merous financial, logistical and other barriers im-
peding the expansion of quality ambulatory training
opportunities.

FINDING 4: There is no system for health
workforce planning and guidance.  Although
the nation has made some progress towards specific
workforce goals, there has been very limited progress
on other goals. Furthermore, there is no system in
place to monitor progress and provide long-term
guidance to the health and education sectors. The
lack of firm data and information on supply and de-
mand by specialty by region also makes it difficult
for medical educators and medical students to re-
spond to the nation’s needs. Furthermore, while the
Council provides important guidance to the medical
education community, the recent sharp rise in the
number of new non-physician clinicians, whose
scopes of practice overlap with physicians, demon-
strates the need for a planning system that includes
both physicians and non-physician clinicians.

There has been a significant increase over the
past few years in the numbers of nurse practition-
ers, physician assistants, chiropractors, and other
health professionals who provide extensive patient
care services. The number of these non-physician
clinicians will continue to grow in the foreseeable
future. This growth has major implications for phy-
sician workforce planning.

The Council finds that specialty selection by
medical students and the number of positions of-
fered by residency programs are at least somewhat
responsive to supply and demand. The recent growth
in interest in generalist specialties and drop in in-
terest by graduates of U.S. medical schools in
crowded specialties, such as anesthesiology, dem-

onstrates their responsiveness to the market. When
supply exceeds demand and graduates encounter
difficulty finding a satisfactory position, some resi-
dency programs respond by downsizing positions.

FINDING 5: The dependence on hospital pa-
tient care payments to support the GME in-
frastructure in an increasingly competitive
environment poses a threat to the nation’s
physician training sites.  The available data on
the financial health of the nation’s academic health
centers and other teaching hospitals do not indicate
a general fiscal crisis at the present time. However,
many of the recent developments raise serious con-
cerns about their future fiscal viability. The com-
petitive marketplace and the drive for payers to con-
tain costs are likely to put increasing fiscal pressure
on most hospitals and ambulatory service sites as
managed care plans and other payers seek to limit
their expenses.

Health care is more costly in hospitals and am-
bulatory care sites that are engaged in residency
education. In addition, teaching hospitals, particu-
larly academic medical centers, provide many re-
lated public goods that can add even more to costs,
including care for the uninsured, research, teaching
of medical students and other health professionals
and the development and testing of medical inno-
vations. The reliance on add-ons to patient care serv-
ices to support GME is unsound in a period of in-
creasing competition and growing cost cutting
efforts.

FINDING 6: Recent developments do not bode
well for safety net providers that train physi-
cians. Safety net providers face the same pressures
as other teaching hospitals and ambulatory care sites,
but they serve significant percentages of uninsured
patients and have less leverage negotiating with man-
aged care plans and other payers. Physicians in train-
ing are important providers of care in these institu-
tions. To the extent that GME reimbursement is
reduced through the competitive marketplace with-
out an increase in funding for care for the uninsured,
services for the uninsured and the fiscal viability of
safety net teaching hospitals will be endangered.

FINDING 7: Recent developments have the po-
tential to significantly impact the supply and
demand for physician services.  There are sev-
eral recent developments that have the potential to
significantly impact on the supply and demand for
physicians. They include: the changing marketplace;
the increasing percent of physicians that are female;
the 1997 Balanced Budget Act; changes in testing
procedures for international medical school gradu-
ates wanting to enter training; changes in VA train-
ing policies; and the Medicare GME downsizing
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demonstration in New York. All of these need to be
considered when developing recommendations for
tomorrow’s physician workforce.

FINDING 8: Many States are developing new
GME financing policies and some are pro-
moting health workforce goals. A survey of
State GME policies conducted for the Council re-
vealed that over the past several years, many States
have developed new policies related to financing
GME. As of October 1998, nineteen States removed
GME from their Medicaid managed care payments
and channeled the money more directly to support
physician training. About half of these States dis-
tribute some portion of the GME funds to teaching
sites based on performance in achieving workforce
goals. These State workforce goals are consistent
with the COGME goals, particularly an increase in
generalist physicians.

RECOMMENDATIONS

OVERVIEW

These recommendations are designed to create
a new framework for health workforce planning in
America. This new system would be built on the
premise that the marketplace for the production of
physicians and non-physician clinicians will work
more effectively if better data and information on
supply, demand and needs are compiled and made
available to the education community and current
and prospective students. But the system would not
rely totally on the marketplace to meet all workforce
goals. This market-oriented approach would be
strengthened by an integrated planning system for
physicians and non-physicians and through collabo-
ration with States. It would also include the devel-
opment of financial incentives for priority health
workforce goals and the expansion of the National
Health Service Corps to help safety net hospitals
that reduce residents. Inaddition, the new systemwould
provide a more stable source of funding for GME.

RECOMMENDATION 1

ENCOURAGE A MORE EFFECTIVE MARKET FOR
PHYSICIAN SPECIALTY AND GEOGRAPHICAL LOCA-
TION CHOICES. The Federal government, the medi-
cal education community and the States should fos-
ter a more effective marketplace for the training of
physicians by expanding the collection and dissemi-
nation of data on supply, need and demand for phy-
sicians by specialty and region. This information
should be shared in a systematic manner with medi-
cal schools, teaching hospitals, residency programs,
medical students, policy makers, States, payers, and
the general public.

Evidence suggests that U.S. medical students
and residency program directors respond to infor-
mation on career opportunities and workforce needs.
Yet, in the absence of more accurate and more timely
information on the current and projected supply and
demand for physicians, it is difficult for the GME
marketplace to work effectively. The systematic
collection and dissemination of data on supply and
demand will promote the training of a physician
workforce more consistent with the needs of the
nation. Several recent developments increase the
likelihood that the marketplace for training physi-
cians will work effectively to reduce the total num-
ber of physicians being trained. This includes the
BBA that reduces the financial incentives to hospi-
tals to train more physicians, and new testing pro-
cedures for international medical school graduates
(IMGs) that may reduce the number of IMGs ap-
plying for and entering residency training. Better
information would also help address issues of spe-
cialty choice and geographic mal-distribution of
physicians.

As a first step in this direction, the Council will
reassess the appropriateness of the COGME goal
that the future number of physicians entering resi-
dency be 110 percent of the number of graduates of
allopathic and osteopathic medical schools in the
United States in 1993 and that the percentage of
those graduates who complete training and enter
practice as generalists should be 50 percent (herein
referred to as the 110/50-50 recommendation). This
report identifies several recent developments that
impact on supply and/or demand for physician serv-
ices. They include: the evolving nature of managed
care, the growth in the supply of non-physician cli-
nicians, and the growing percent of women in medi-
cine. These developments may warrant a modifica-
tion of the Council’s targets.

RECOMMENDATION 2

INTEGRATE WORKFORCE PLANNING FOR PHYSI-
CIANS AND NON-PHYSICIAN CLINICIANS. A new na-
tional system for integrated health workforce plan-
ning should be established. This could include an
advisory committee or forum that encompasses a
wide variety of health professionals in a
collaborative planning process and expanded data
collection on all health professions. This could also
include a system to track and monitor the impact
on residency training of the Balanced Budget Act,
the marketplace, State GME policies and other re-
cent developments.

Over the years, the Council has provided gen-
eral guidance to the medical education community
and identified broad goals for the physician
workforce of the future. However, as documented



FOURTEENTH REPORT OF COGME

XVi

in this report, the sharp growth in the number of
non-physician clinicians, supports the development
of a broader planning process that includes non-
physician clinicians as well as physicians. Non-phy-
sician clinicians have the potential to improve and
strengthen health care delivery through expanded
collaboration with physicians. On the other hand,
when combined with the growing supply of physi-
cians, there is a real danger of growing surpluses
and wasteful competition for authority and control.
It is in the public interest to promote a national
health workforce planning process and collabora-
tion among health professionals.

This process should provide a forum for dis-
cussion across major health professions and should
encourage expanded data collection and evaluation
of outcomes for all health professions. An advisory
committee, with representation from a wide array
of health professions, could be established to moni-
tor trends in supply, demand and utilization, to pro-
mote collaboration among professions, and to promote
education and training to meet the health care needs
of the nation. Alternatively, existing national advisory
committees on the health professions workforce, such
as the COGME, and the National Advisory Council
on Nursing Education and Practice (NACNEP), could
coordinate to carry out integrated analyses and assess-
ments of the health professions workforce supply.

RECOMMENDATION 3

PROVIDE FINANCIAL INCENTIVES FOR PRIORITY
NATIONAL WORKFORCE GOALS. A portion of the GME
carve out from the Medicare+Choice payments
should be distributed based on performance con-
sistent with national physician workforce goals.

While progress is being made toward the
COGME workforce goals for the nation, progress
has been slow and there are some important gaps.
There is a continued need to ensure adequate sup-
port for quality training in ambulatory settings’,
there are still significant shortages in many rural
communities, and there has been little progress in
increasing the diversity of the physician workforce.
The implementation of the carve out of GME funds
from Medicare+Choice, payments authorized by the
1997 Balanced Budget Act, is an opportunity to
support these health workforce priorities using ex-
isting funding streams.

The BBA authorizes the phase in of the carve
out of GME dollars from the Medicare payments
for Medicare+Choice enrollees. The Health Care
Financing Administration (HCFA) estimates that the
dollar value of this carve out will reach $2.6 billion
for Federal fiscal year 2002. The carve out will be a
major source of Federal funding for GME. These

funds are to be distributed based on current Medi-
care GME reimbursement policies.

Several States that now carve out the GME por-
tion of Medicaid managed care payments and dis-
tribute the funds to teaching hospitals, link the dis-
tribution of a portion of these funds to performance
in achieving State workforce policy goals. This in-
cludes such goals as increasing the number of gen-
eralists being trained and training in ambulatory
sites. These State strategies may be models for the
Medicare+Choice GME carve out.

Under the Balanced Budget Act, the amount of
funds to be carved out of the Medicare+Choice pay-
ments is based on historical rates of GME payments
and Medicare patients use of teaching hospitals.
Payments to teaching hospitals, however, will be
based on actual use of teaching hospitals by
Medicare+Choice enrollees. Because use of teach-
ing hospitals by Medicare+Choice enrollees is likely
to decrease due to changes in patterns of use under
managed care, the amount carved out of the pay-
ments is likely to exceed the amount to be paid out
to teaching hospitals. This difference could form
the base for financial incentives to promote priority
national health care workforce goals. The imple-
mentation of the Medicare carve out is an opportu-
nity to promote workforce goals without raising new
funds. The Council recommends legislation to au-
thorize these changes.

RECOMMENDATION 4

PROMOTE FEDERAL-STATE PARTNERSHIPS FOR
HEALTH PROFESSIONS PLANNING. Federal policy
and programs should support and encourage the de-
velopment of State GME policy-making structures
and effective workforce policies. The Federal gov-
ernment should explore approaches to collabora-
tion and partnerships with States with workforce
planning systems.

Nineteen States now carve GME funds out of
Medicaid managed care payments. Many States are
using these funds and/or other State funds to pro-
mote and support specific health workforce goals.
States have a major interest in GME within their
boundaries. GME is a major determinant of the
supply and specialty mix of physicians in most
States, which directly affects the availability and
cost of services. As documented in this report, many
States have recently become involved with GME
financing and policies. This builds on traditional
State commitments to undergraduate medical edu-
cation (74 of the nation’s 125 allopathic medical
schools are publicly supported), State supported
academic medical centers, and State efforts to ad-
dress shortages in underserved rural and inner city
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communities. State GME policies are still in the
early stages of development.

A new Federal initiative to help States build the
expertise and capacity for workforce planning would
be very timely. This might include the expansion of
the Health Resources and Services Administration
(HRSA) cooperation agreements for State health
workforce distribution studies. Particularly impor-
tant for States is the willingness of HCFA to sup-
port State innovations under the Medicaid program,
which is the major source of State GME funding.
Permitting the flow of Medicare GME funds con-
sistent with approved State systems and priorities
is another option to be explored.

RECOMMENDATION 5

CONTINUE TO PROMOTE A REDUCTION IN THE
NUMBER OF PHYSICIANS IN TRAINING, PARTICU-
LARLY SPECIALISTS. If there is not a significant de-
cline in first year residency positions by the 2000-
01 academic year, additional incentives for
downsizing should be implemented.

While there are many encouraging signs, the
decrease in residency positions has been slow and
the number of specialists in training still signifi-
cantly exceeds the COGME recommendations.
While some fine tuning of the COGME goals may
be appropriate, the current level of production of
specialists, as documented in this report, is signifi-
cantly above the COGME targets. Nearly 14,000
physicians entering training in the 1997-98 aca-
demic year were expected to enter non-generalist
specialties. This was 41 percent more than the
COGME goal of 9,879 (50 percent of 110 percent
of the 1993 graduates.)

If new entrants into allopathic and osteopathic
residency positions do not drop to 20,655 (115 per-
cent of the 1993 U.S. medical graduates) by the
2000-01 academic year (compared to the actual
23,143 in 1997-98), then additional downsizing
incentives should be implemented. This might in-
clude reduced Medicare funding for non-generalist
training.

RECOMMENDATION 6

PROVIDE ENHANCED TRANSITION SUPPORT FOR
SAFETY NET HOSPITALS THAT REDUCE THE NUM-
BER OF RESIDENTS IN TRAINING. This should include
the authorization of the use of National Health Serv-
ice Corps to assist in the voluntary downsizing of
residents in safety net hospitals.

Hospitals that depend the most on residents for
service may be the least likely to voluntarily reduce
residents. Redesigning services and replacing resi-

dents can be difficult and costly—especially for
safety net hospitals in underserved areas. For ex-
ample, several hospitals with high percentages of
uninsured patients in New York State decided
against entering the Medicare GME demonstration
due to the certain reduction of Medicare GME rev-
enues and the expected cost of replacement staff.
The current support available through the Volun-
tary Resident Reduction Program authorized by the
Balanced Budget Act may be insufficient to assure
the fiscal stability of safety net hospitals that re-
duce residents. Additional transition funding tar-
geted to support access to care for the uninsured is
needed and appropriate. Additional funding for the
National Health Service Corps and authorization to
place practitioners (generalists and specialists) at
safety net hospitals that reduce residents is also rec-
ommended.

RECOMMENDATION 7

RESTORE THE EXCHANGE VISITORS VISA PRO-
GRAM TO ITS ORIGINAL INTENT. National policies
and administrative procedures related to physicians
with temporary visas should be revised consistent
with the original purpose of these visas.

The Council previously recommended a 4-year
phase out of the policy of granting waivers of the
requirement that physicians with J-1 visas return to
their country of origin after completion of their resi-
dency training. Ending waivers would help restore
the exchange visitor program to its original purpose
of helping other countries benefit from advances in
medical training in America. The Council also con-
tinues to recommend that the number of years that
J-1 visa physicians are required to live in their origi-
nating country after training (but before returning
to the U.S.) be increased from two years to five years
and that the use of H-1B visa for physician resi-
dency training be eliminated. These changes would
reduce the drain of physicians from other countries
and facilitate more rational physician workforce
policies in the United States.

RECOMMENDATION 8

ESTABLISH A STABLE AND EQUITABLE SOURCE
OF LONG TERM FINANCING FOR GME. Graduate
medical education is a public good that benefits
the whole nation. All payers should share the
costs of training. The Council, therefore, recom-
mends the development of an all payer financing
system that would spread the costs of preparing a
well-qualified physician workforce equitably across
all payers.

Training the future physician workforce is a
service that teaching hospitals provide to the
benefit of the whole nation. However, the current
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marketplace orientation of the health care system
is not likely to provide sufficient funding to sup-
port a quality education for the nation’s future phy-
sician workforce. The responsibility for paying for
the training should not be the sole responsibility of
teaching hospitals nor of Medicare or Medicaid. It
is appropriate, therefore, that the cost of training be
supported by as broad a base of payers as possible.

The expansion of the competitive marketplace,
including managed care, may erode the financial
health of teaching hospitals. Many payers appear
to have reduced their payments for medical services
and do not explicitly pay for GME. This erosion in
GME payments is likely to increase as competition
increases in the health care industry. The BBA, by
reducing the rate in the growth of payments to teach-
ing hospitals, may also contribute to reduced sup-
port for GME. Quality medical education and train-
ing is costly. If support for training is inadequate, it
will be difficult to assure the continuing supply of
high quality health professionals expected by both
policy makers and the public.

RECOMMENDATION 9

ASSURE ADEQUATE FUNDING FOR TRAINING IN
AMBULATORY SETTINGS. Policies related to financ-
ing GME in ambulatory sites should be reviewed
closely. If necessary, additional policies and pro-
grams should be developed to support quality train-
ing in ambulatory settings.

While a number of recent developments are
supportive of increased training in ambulatory set-
tings, these may not be sufficient to encourage a
significant shift in training to these settings. This
should be monitored closely to determine if current
policies are sufficient to support the level of train-
ing in non-hospital settings necessary to prepare
physicians for a health care system that emphasizes
out of hospital care. The Federal government should
provide technical assistance and support the devel-
opment of models for effective training in ambula-

tory settings. Further revisions in financing poli-
cies may be necessary.

In 1999, the Council plans to undertake a re-
view of current policies related to GME financing,
including ambulatory care settings, and issue a re-
port on the adequacy of current policies.

CONCLUDING COMMENTS

On a number of issues, such as further reducing
the number of residents in training and increasing
support for training in ambulatory settings, the
Council has recommended modest steps. While the
nation’s physician workforce goals have not yet been
met, as this report documents, there has been clear
progress. Recent developments provide support for
many of the COGME goals. The Council believes
that the strategy recommended in this report—to
promote a more effective marketplace, to develop a
more integrated planning process, to provide finan-
cial incentives for priority goals, to work with States,
and to advocate for more stable long term financ-
ing of GME—is an effective strategy. Given the
progress being made, recent developments and the
potential impact of the above recommendations, the
Council does not recommend major new Federal
authority for determining the physician workforce
or major new governmental expenditures. The
Council is hopeful that the recommendations above
will be sufficient to achieve the nation’s health
workforce goals.

While the Council believes that the recommen-
dations will help bring the future supply of physi-
cians into balance with the nation’s requirements,
these recommendations are not likely to address
other high priority goals of the Council, such as
increasing the diversity of the physician work-
force and the maldistribution of physicians. These
goals continue to be a high priority of the Coun-
cil and will require other actions to adequately
address.
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Introduction and Background

OVERVIEW

The Council on Graduate Medical Education
was authorized by Congress in 1986 to provide an
ongoing assessment of physician workforce trends,
training issues and financing policies, and to rec-
ommend appropriate Federal and private sector ef-
forts to address identified needs. Since its estab-
lishment, the Council has identified numerous
physician workforce goals and priorities for the
nation. These priorities have been embodied in a
series of reports issued by the Council. These re-
ports have addressed such issues as: approaches to
longer term workforce planning for the nation
(COGME Third Report 1992); the number and spe-
cialty mix of physicians being trained in the United
States (COGME Fourth Report, 1994; COGME
Eighth Report, 1996); medical training organiza-
tion and governance (COGME Ninth Report, 1997);
the geographical distribution of physicians
(COGME Tenth Report, 1998); international medi-
cal school graduates (COGME Eleventh Report,
1998); graduate medical education payment reform
(COGME Eleventh Report, 1998); and the racial/
ethnic makeup of the physician workforce (COGME
Twelfth Report, 1998).

Over the past several years, the health care sys-
tem has changed significantly with an increase in
competition and a greater focus on cost containment.
In addition, there have been a number of statutory
and non-statutory policy changes related to gradu-
ate medical education (GME) in the past two years,
including the passage of the Balanced Budget Act
in 1997, new policies at the Department of Veter-
ans Affairs, and an expansion of State GME activi-
ties. These recent developments have the potential
to significantly impact the physician supply and
requirements.

This report assesses recent trends related to the
physician workforce and GME, recent GME poli-
cies and their potential impact on the supply, de-
mand and training of physicians in the coming years.
As part of this assessment, the report measures the
progress that has been made toward the Council’s
goals for decreasing the total number of new physi-
cians and increasing the percent in generalist spe-
cialties. Based on a new study conducted for the
Council, this report presents a description of State
GME activities, including their relationship to phy-
sician workforce goals and their implications for
national GME policies. Based on these assessments,

the report recommends new policies to encourage a
physician workforce to meet the nation’s future
health care needs.

COGME GOALS AND
RECOMMENDATIONS

The general goals of the Council include:

 Promoting the education and training of a num-
ber and specialty mix of physicians consistent
with current and future national health care
needs; and

» Promoting the education and training of a phy-
sician workforce with the skills and knowledge
needed for high quality, effective and efficient
care.

In the context of these general goals, this report
assesses the implications of recent trends and policy
developments on six major operational goals of the
Council described below.

1. TO REDUCE THE RATE OF GROWTH IN THE
SUPPLY OF PHYSICIANS IN THE U.S. TO
AVOID A SURPLUS OF PHYSICIANS

The supply of physicians in the U.S. has grown
rapidly for several decades and will continue to grow
for at least the next 20 years at the rate that new
physicians are being trained. The rate of growth in
the supply of physicians has far outstripped the rate
of growth of the general population. Several reports
of the Council (Third, 1992; Fourth, 1994; and
Eighth, 1996), and numerous studies (Cooper, 1995;
Weiner, 1994; I0OM, 1996; Pew Health Professions
Commission, 1995; Wennberg, et al., 1993), have
documented that the growing supply of physicians
will exceed the number required to serve the na-
tion. For a variety of reasons, including the high
cost to the nation of training and maintaining a sur-
plus of physicians, the Council has strongly recom-
mended steps to reduce the rate of growth in the
supply.

The growth in the total supply of physicians has
been driven by the increase in the number of new
physicians entering medicine compared to earlier
periods. For example, from 1985 to 1995 the nation
added about 20,700 new physicians per year while
only about 9,200 left the practice of medicine each
year. This led to a net growth of more than 130,000
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patient care physicians over the 10 year period
(Roback, etal., 1987; Randolph, etal., 1997). While
the vast majority of new physicians each year are
graduates of U.S. medical schools, a significant
number are educated outside of the U.S. and enter
the educational pipeline at the graduate level. In
order to reduce the rate of growth of new physicians,
the Council has recommended that the total number
of physicians entering training not exceed the number
of U.S. medical school graduates in 1993 plus 10 per-
cent (COGME Fourth Report, 1994).

The Council has also been concerned with short-
ages of generalist physicians and growing numbers
of specialists. Many communities around the na-
tion have too few generalist physicians to meet their
needs. In addition, numerous studies have docu-
mented that enrollees in managed care plans use
more generalists and fewer specialists than under
traditional fee-for-service systems (Gamliel, et
al.,1995; Weiner, 1994; Wennberg, et al., 1993).
Thus, as managed care enrollment increases there
will be a need for more generalists and fewer spe-
cialists. For these reasons, the Council has consis-
tently recommended that the reductions in physi-
cian supply be achieved through reductions in the
production of specialists (COGME Third Report,
1992; Fourth Report, 1994; Sixth Report, 1995;
Eleventh Report, 1998).

For several years, the Council has also been
concerned with the large flow of international medi-
cal school graduates (IMGs) into residency train-
ing. In 1997-98 when there were 17,913 graduates
of U.S. allopathic and osteopathic schools entering
into residency, there were also 5,230 IMGs enter-
ing training (JAMA, 1998B; AACOM, 1998). Thus,
in 1997 IMGs added nearly 30 percent to the num-
ber of U.S. medical school graduates entering GME
for the first time.!

Over the past several years, the growth of IMGs
in training has been driven by an increase in IMGs
with temporary visas, such as exchange visitors
holding J-1 visas (COGME Eleventh Report, 1998).
These visas were intended to allow IMGs to train
in the U.S. to gain skills and knowledge to benefit
their native countries. As such, physicians with tem-
porary visas are required to return to their native
country. However, large numbers have obtained
waivers of the requirement that they return to their
native country after training. In 1997, the Council
recommended that Medicare GME payments for
IMG residents with temporary visas be phased out

! These figures exclude first year residents who had prior train-
ing in the U.S., such as individuals who switched specialties
or completed a preliminary year of training prior to entering
a first year position.

over a 4-year period (COGME Eleventh Report,
1998). In 1997, IMGs with temporary visas repre-
sented 44 percent of all IMGs in allopathic resi-
dency positions in the U.S. (JAMA, 1998B). Sev-
eral COGME recommendations are designed to
restore the original intent of immigration policies
on temporary visas.

2. TO INCREASE THE NUMBER OF GENER-
ALIST PHYSICIANS

In response to concerns that shortages of gen-
eralist physicians were limiting access to basic
medical services in many areas of the country, par-
ticularly rural and inner city communities, the Coun-
cil has consistently recommended that the nation
increase the number of generalist physicians (Third
Report, 1992; Fourth Report, 1994; Eighth Report,
1996). The decrease in interest in generalist spe-
cialties throughout the early 1990s on the part of
U.S. medical school graduates at a time of growth
in managed care enrollment further contributed to
concerns about the low number of physicians en-
tering generalist specialties. These specialties have
traditionally been defined as family medicine, in-
ternal medicine, pediatrics and the combined spe-
cialty of medicine and pediatrics.

Graduate medical education plays a central role
in determining the specialty mix of the nation’s
physicians. The Council has recommended that 50
percent of physicians entering practice choose gen-
eralist specialties (COGME Third Report, 1992;
Fourth Report, 1994). This has been combined with
the recommendation that the total number of resi-
dents be equal to the number of U.S. medical school
graduates plus 10 percent, expressed as 110/50-50
of the 1993 graduating class size. This target is based
on an analysis by the Health Resources and Serv-
ices Administration (HRSA) and COGME of the
number of physicians that will be produced at this
rate, the impact of this rate on the total supply, and
the estimated number of physicians needed to serve
the nation. Since many physicians who enter resi-
dencies in internal medicine and pediatrics go on
to subspecialize after completing their basic train-
ing, increasing the percent of physicians entering
generalist practice can be achieved through an in-
crease in the number entering internal medicine,
family practice and pediatrics training, and/or by
decreasing the percent going on to subspecialize.

3. TO INCREASE THE NUMBER OF PHYSI-
CIANS TRAINED IN AMBULATORY SETTINGS

Historically, most physicians have been trained
in hospitals. This training has been supported by
the willingness of Medicare (and Medicaid in most
States) to pay for training in the hospital. (Plumb
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and Henderson, 1995) As the health care system
evolves, care is shifting from inpatient to ambulatory
settings. In the future, most physicians will work
outside of the hospital; yet the vast majority are still
trained in the hospital. To better prepare physicians
for their future responsibilities, the Council has
recommended that more training be shifted to am-
bulatory care settings. Many residency review com-
mittees are also increasing requirements for train-
ing in ambulatory settings.

However, the major sources of funding for GME
(Medicare and Medicaid) have been tied to hospi-
tal reimbursement, and the funding for training out-
side of the hospital has been very limited. This has
discouraged the shift in training to ambulatory set-
tings. For this reason, the Council has recommended
that Medicare GME funding be allowed to cover
more of the costs of training in non-hospital set-
tings (COGME Eleventh Report, 1998).

4. TO PROMOTE A RATIONAL SYSTEM FOR
PHYSICIAN WORKFORCE PLANNING

The education and training of physicians in-
volves many diverse interests, including medical
educators, hospitals, payers of care, residency re-
view committees and others. Consistent with the
historical and political traditions of the nation, there
is no central system for workforce planning. How-
ever, unlike any other profession, the nation invests
an enormous amount of public funds for the educa-
tion of physicians. A majority of the nation’s medi-
cal schools are public; and at the graduate level,
Medicare alone contributes more than $7 billion per
year in payments associated with GME (I0M,
1997). Medicaid is estimated to spend another $2
billion in public funds for GME (Salsberg, 1997).

The Council has made a number of recommen-
dations over the years to promote a process that
would encourage the production of the numbers and
mix of specialists required to serve the nation. In
1994, the Council recommended a national system
for allocating residency positions among special-
ties and programs as part of the proposal for na-
tional health care reform (COGME Fourth Report,
1994). More recently, the Council has recommended
the development of regional GME consortia to bring
together the key parties in local communities with
an interest in medical education (COGME, Ninth
Report, 1997).

5. TO ASSURE ADEQUATE FUNDING TO SUP-
PORT NEEDED PHYSICIAN TRAINING

The major changes in the health care system
have raised concerns about the fiscal health of the
institutions that train the nation’s physician

workforce. Factors such as increased competition
at all levels of health care, the expansion of man-
aged care, and the increased effort to constrain
health care costs may put health facilities that train
physicians at a competitive disadvantage in the new
marketplace. Although training future physicians
benefits the entire nation, the costs of training are
the responsibility of the institutions that do the train-
ing. In the competitive marketplace, payers of health
care services have few, if any, incentives to pay
higher costs to sites that train health professionals.

Teaching hospitals face a number of dangers.
First, in the competitive marketplace, they are likely
to receive less reimbursement per admission from
private payers. Second, admissions are likely to de-
crease under managed care as patients are encour-
aged to use ambulatory settings as well as lower
cost hospitals in an effort to lower costs.

Under the current system of financing GME,
only Medicare and Medicaid explicitly include the
costs of GME in the payment rates they set for teach-
ing hospitals. (This does not mean that insurers,
managed care organizations and other payers do not
pay anything for GME, but rather that they do not
explicitly identify the costs of GME in the rates they
negotiate with hospitals.) As the health care market-
place has become more competitive, many payers are
reluctant to pay higher rates to teaching sites to cover
the costs of training physicians. One recent study
found that managed care organizations believe they
pay 5 to 10 percent more for care at teaching hospi-
tals (Gold, 1996). Teaching hospitals are believed to
cost 20 to 40 percent more per discharge than non-
teaching hospitals (Dobson, et al, 1994).

To assure the financial stability of teaching sites,
the Council has supported the development of an
all payer financing system that would require that
all payers of care contribute to the training of phy-
sicians (COGME Third Report, 1992; Fourth Re-
port, 1994). Since training of the future physician
workforce benefits the whole community, a strong
case can be made for supporting GME as a public
good. This would level the playing field for teach-
ing hospitals. In 1995, Congress supported a bill
that would have established a national trust fund
for GME supported by general revenues and Medi-
care. However, the bill was not passed.

6. TO PRESERVE SAFETY NET PROVIDERS

While the primary purpose of GME is the edu-
cation of physicians, residents also provide exten-
sive services in conjunction with their training. Of-
ten these services are provided to the poor and
uninsured who use teaching hospitals for their pri-
mary care (Green and Johnson, 1995). The care for



FOURTEENTH REPORT OF COGME

the poor and the public financial support for GME,
has led to a reliance by many hospitals on the ser-
vices of residents, particularly hospitals that would
be considered part of the health care safety net for
the poor (Foreman, 1998). The Council has recom-
mended that steps be taken to assure that the safety
net capabilities of these facilities and their patients
are not harmed for reducing residents. (COGME Elev-
enth Report, 1998). The Council has recommended
that savings from other actions that reduce Medicare
GME expenditures be used to support expansion of
such programs as the National Health Service Corps,

and that these new resources be targeted to fill serv-
ice gaps created by reductions in residents (COGME
Eleventh Report, 1998).

The Council has recently issued reports and
developed recommendations related to other
workforce issues, regarding the geographical dis-
tribution of physicians (COGME Tenth Report,
1998) and the racial and ethnic composition of the
workforce (COGME Twelfth Report, 1998). These
issues are not reviewed in this paper but are rel-
evant to the safety net needs of the country.
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RECENT DEVELOPMENTS

This report reviews the previous COGME rec-
ommendations in light of recent trends in the sup-
ply and training of physicians and a series of newer
developments that have the potential to further im-
pact the supply, demand, distribution and training
of physicians. The key developments considered
include:

e The changing health care system with its em-
phasis on market forces

e The 1997 Balanced Budget Act

e The Medicare voluntary downsizing demon-
stration in New York

e The development of new GME policies by
States

* New procedures affecting IMG residents

e The growth in the supply of non-physician cli-
nicians

¢ New GME Policies at the Department of Vet-
erans Affairs

ASSESSING TRENDS: THROUGH
1997-98

To help assess whether new policies are needed
to achieve the COGME workforce goals described
previously, this section reviews:

e The extent of progress toward the 110/50-50
goal

 Other factors that may influence the total sup-
ply of physicians

« Factors that may influence the demand or re-
quirements for physicians, including the
growth of non-physician clinicians

 Indicators of the effectiveness of the market-
place for GME

Key findings include:

e The number of U.S. medical school graduates
in the aggregate has been relatively level over
the past fifteen years; this reflects a slight de-
crease in allopathic medical school graduates
and an increase in osteopathic graduates.

e The number of osteopathic graduates will in-
crease over the next decade, adding to the sup-

ply of new physicians that graduate from U.S.
medical schools.

The number of residents increased substan-
tially over the past decade due to a large in-
crease in the number of IMGs entering train-
ing and an increase in the average number of
years of training for IMGs.

Recently, the numbers of new IMG physicians
entering training have leveled off and declined
slightly.

In assessing progress toward the goal of 110
percent of 1993 graduates, counting only resi-
dents in first year positions with no prior resi-
dency training—rather than all residents in first
year positions—Ileads to the finding that 129
percent of 1993 USMG graduates entered train-
ing in 1997-98. This is slightly lower than cal-
culations done in earlier studies; however, this
reflects the different methodology rather than
substantial progress toward achieving
COGME’s goal. (The methodology is dis-
cussed further in the next section, “The Num-
ber of Physicians Being Trained,” and in the
Appendix.)

IMG residents with J-1 visas have increased
over the past several years; however, the re-
cent growth reflects a longer average number
of years in training for J-1 visa residents com-
pared to other residents.

The numbers of PGY1 residents choosing gen-
eralist specialties has increased significantly
over the past several years.

The number of USMG internal medicine resi-
dents going on to subspecialize appears to have
decreased significantly over the past several
years. This will likely result in an increase in
the number of physicians entering primary care
specialties.

The full impact of the growth in the total sup-
ply of physicians may be moderated in the fu-
ture by the increasing percent of women in
medicine and possible earlier retirements.

The demand for physician services may de-
crease less sharply under managed care than
previously thought due to the evolution of
managed care, including the growth of point-
of-service plans and the expansion of patient
rights.
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» The growth in the supply of non-physician cli-
nicians has been very significant. In fact the
rate of growth and the number of new non-phy-
sician clinicians is expected to exceed the
growth for physicians over the next decade.

e The demand for physicians in some special-
ties appears to be limited.

e The number of residency positions offered in
specialties appears to be sensitive to the per-
ception of an oversupply in the specialty.

» Medical student and resident specialty choice
appears to be responsive to the practice oppor-
tunities in a specialty to the extent such infor-
mation is available.

1. THE NUMBER OF PHYSICIANS BEING
TRAINED

The Council’s targets for the number and mix
of residents (110/50-50) are designed to lead to the
number and mix of practicing physicians needed to

TABLE 1

Changes Required to Achieve 110 Percent Target

as of 1997-98

Number Percent
1993 U.S. MD & DO Graduates ..........cccoeeerreenn. 17,961 100%
COGME 110 Percent target ..........coevervrerererueneas 19,757 110%
PGY1 Residents, 1997-98.........cccovevirenriireriennnns 23,143 129%
Change to Attain 110% Reduction .............c.c.c...... (3,386) -15%
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Source: JAMA, 1998B; AACOM, 1998

FIGURE 1
1997-98 PGY1 Residents

(No Previous Training)

23,143 (129%)

110% Target

IMG Allopathic Residents
=5,230

1997-98
USMG Allopathic Residents
and Osteopathic Interns

=17,913

serve the public in the future. The overall process
requires an assessment of future needs and an un-
derstanding of the relationship between today’s
training and tomorrow’s supply. However, translat-
ing long-term workforce targets into short-term
adjustments in the number and mix of residents,
involves a number of assumptions about the train-
ing and practice patterns. Furthermore, as noted by
Kindig and Libby (1996), changes in the annual
inflow and departures of physicians only margin-
ally impact the total supply in the short run.

In calculating the base for the target for physi-
cian production, COGME used the estimate of
17,961 allopathic and osteopathic medical school
graduates in 1993; 110 percent of this figure is
19,757. This is the numerical target historically es-
tablished by COGME for the desired inflow into
residency training.

According to the American Medical Associa-
tion (AMA) and the American Association College
of Osteopathic Medicine (AACOM), in 1997-98
there were 23,143 PGY1 positions filled by indi-
viduals with no prior U.S. postgraduate training
(Table 1). Approximately 12 percent of first year
residents have some prior U.S. GME training. This
includes residents who were previously counted as
first year residents in preliminary and transition pro-
grams, or in specialties other than their current spe-
cialty. Based on the number of PGY1s with no prior
training, the nation’s PGY 1 residents are at 129 per-
cent of the target established by COGME. It would
be necessary to reduce by 3,386 the number of PGY'1
residents who have had no prior U.S. GME training
to reach the 110 percent goal.

These numbers are somewhat different from
those in previous COGME reports (Fourth Report,
1994; Eighth Report, 1996) because these PGY1
counts include only residents with no prior resi-
dency training, while figures in earlier reports in-
cluded PGY1 residents who had prior residency
training. The difference between the 110 percent
target and new PGY1 residents in 1997-98 is illus-
trated in Figure 1.

The total number of allopathic residents has
leveled off. As indicated in Figure 2 and Table 2,
after growing by more than 20,000 from 1986-87 to
1993-94, the total number of residents, including
IMG residents, has leveled off since 1993-94. Based
on the decline in entering residents, it is likely that
the total number of residents will decrease in the
future.

The number of PGY1 positions has leveled
off and declined slightly. From 1993-94 to 1997-
98, the number of new allopathic PGY1 residents
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declined about 6 percent. As seen in Figure 3, the
number of allopathic PGY1 positions rose consis-
tently from 1988-89 until 1993-94 when it began to
decline. Table 2 documents that the growth rate in

FIGURE 2

Total and IMG Allopathic Residents, 1986-1997

—— Total Residents

—H— IMG Residents

total IMG residents far exceeded the growth of to-
tal residents from 1985-86 to 1993-94. The decline
in new entrants has not yet led to a decline in total
residents; this may reflect an increase in the per-
centage of IMG residents continu-
ing their training beyond their ba-
sic specialty training (Mullen,
Politzer and Davis, 1995).

Figures 2 and 3 also show that
while the numbers of total resi-
dents, PGY1s and IMGs have lev-
eled off, they are at levels signifi-
cantly higher than in the years

before 1993.

The number of PGY1 posi-
tions filled by IMGs declined 15
percent from 7,382 in 1993-94 to
6,257 in 1997-98 (JAMA, 1998B).
From 1985-86 to 1993-94 the num-
ber of PGY1 positions (including
those with prior U.S. GME train-
ing) grew rapidly. This growth was
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Source: JAMA, Annual Medical Education Issues, 1987-1998
TABLE 2

Total and PGY1* Allopathic Residents, 1985-1997

Vep Total IMG PGY1 IMG PGY1
Residents Residents Residents Residents
1985-86 ...coccevvrerirrane, 74,514 12,509 19,168 2,673
1986-87 ...coovveviereenaee, 76,815 12,207 18,183 2,381
1987-88 ...cocoeveeerrrrane, 81,410 12,712 18,067 2,407
1988-89 .....ccccveverennaee, 81,093 12,433 17,941 2,541
1989-90 ...c.cceveveriraee, 85,330 12,259 18,131 2,689
1990-91 ..o, 82,902 14,914 18,753 3,540
1991-92 ..o, 86,217 17,279 20,685 4,692
1992-93 ..o, 89,368 19,264 22,667 4,870
1993-94 .....coeveieraee, 97,370 22,721 26,033 7,382
1994-95 ..o, 97,832 23,499 25,992 7,148
1995-96 ...coocvviieriirane, 98,035 24,982 24,170 6,233
1996-97 ..cvovereierinaee, 98,076 24,703 24,608 6,105
1997-98 ...cocoevieeiee, 98,143 25,531 24,516 6,257
Percent Change
1985-86 - 1993-%4........... 31% 82% 36% 176%
Percent Change
1993-94 - 1997-98............. 1% 12% -6% -15%

*Includes PGY1 Residents with Prior U.S. Training.

Source: JAMA, Annual Medical Education Issues, 1987-1998

primarily due to the sharp increase
in IMG PGY1s. Since 1993-94 the
number of PGY1 positions has
dropped slightly again reflecting
the decrease in IMG PGY1s.

A decline in allopathic graduates has been
offset in recent years by growth in the numbers
of osteopathic graduates. Figure 4 documents this
growth, and shows that additional significant ex-
pansion is expected over the next several years
(AACOM, 1998). Osteopathic physicians have long-
standing commitments to generalist care and to serv-
ing rural communities. Historically, 60 percent of
osteopathic physicians have selected generalist spe-
cialties.

2. SPECIALTY Mix

CALCULATING PROGRESS TOWARDS THE
COGME GoaL

In 1994, after a review of the available studies
and data on the use of patient care physicians, the
Council calculated how many generalists and non-
generalist physicians were required to best serve the
patient care needs of America (Fourth Report, 1994;
Eighth Report, 1996). Based on the assessment of
the number of physicians that would be needed, the
Council calculated the number of physicians that
would need to enter practice each year in generalist
and non-generalist specialties to reach the recom-
mended number and mix of physicians. As noted
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earlier, they concluded that 50 percent of the rec-
ommended number of physicians completing train-
ing (110 percent of the number of 1993 allopathic
and osteopathic medical school graduates) should
enter generalist specialties and 50 percent should
enter other specialties. This translates into a nu-
merical target of 9,879 physicians entering gen-
eralist specialties and 9,879 entering other spe-
cialties each year.

FIGURE 3

Total and IMG PGY1 Residents in Allopathic
Residency Programs, 1986-1997

—l— Total PGY1 Residents
—H— IMG PGY1 Residents

While the number of generalists completing
training has increased from earlier studies, the na-
tion is still training too few generalists and far too
many specialists. As indicated in Table 3, the na-
tion is producing 662 too few generalists per year
(7 percent below the target) and 4,047 too many
specialists per year (41 percent above the target)
based on the existing COGME goals. However, in
terms of generalists, as indicated below, there are
some encouraging signs.

These calculations are based
on several assumptions. First, they
assume that 50 percent of inter-
nal medicine first year residents
(PGY1s)—excluding preliminary
positions—will go on to sub-
specialize. This reflects a signifi-
cant shift from the 60 percent used
in earlier calculations. This re-
vised estimate reflects the results
of two recent surveys which found
that only 40 percent of new gradu-
ates were going on to sub-
specialize (Miller, et al. 1998;
Salsberg, et al., 1998). However,
the calculations in this report use
a 50 percent subspecialization
rate for several reasons. First,
some of those going into general-
ist practice immediately after
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completion of three years of train-
ing may return for additional
training in future years. Second,
the current interest in primary care
may wane in the coming years.
Because internal medicine is by
far the largest specialty, the per-
cent of internal medicine resi-
dents that go on to subspecialize
has a major impact on the nation’s
production of generalists. (See the
Appendix for a further discussion
of the methodology and the im-
pact of alternative assumptions for
the rate of internal medicine sub-
specialization.)

A second assumption is that
78 percent of pediatric PGY1s
will eventually choose generalist
practice and will not subspe-
cialize. This is consistent with
earlier subspecialization rates and

1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Year

the experience of physicians com-
pleting pediatric programs in New
York in 1997 (Salsberg, et al.

Source: AACOM, 1998 1998).
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THE GROWTH IN GENERALIST PHYSICIANS

While the nation is still training too few gener-
alists, significant progress has been made and there
are a number of encouraging signs. For the past sev-
eral years, many groups and organizations have ad-
vocated an increase in generalist practitioners.
Medical schools across the country have modified
their curriculum to increase the primary care con-
tent and to provide earlier and/or more consistent

TABLE 3

Current Entrants into Residency Training
Compared to COGME Target

Generalist Physicians

Positions Required

Current Positions.......

Difference Between

Target and Current ....

Specialty Physicians

Percent

Positions Required

Current Positions.......

Difference Between

Target and Current ....

Percent of Graduating Medical Students Planning a

1997-98

7 Percent Below Target

41 Percent Above Target

FIGURE 5

Generalist Specialty*, 1986-1997

Note: Data beginning in 1991 are based on a new question format.
Data are not available for 1990.
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exposure to primary care. The changes have been
encouraged by public support, such as through Title
VII, as well as private foundation grants, such as
the Generalist Initiative supported by the Robert
Wood Johnson Foundation.

An encouraging indicator is the growing inter-
est in generalist careers as expressed by U.S. senior
medical students. As indicated in Figure 5, the per-
cent of U.S. medical school senior students plan-
ning to enter a generalist specialty bottomed out at
14.6 percent in 1992 and has more than doubled in
the past four years, reaching 39.6 percent in 1997
(AAMC, 1998).

Consistent with the growth of medical student
interest in generalist careers are the results of the
National Residency Match Program (NRMP). As
indicated in Figure 6, the number and percent of
applicants matching in generalist specialties has in-
creased significantly from 1990 to 1998. The total
filled generalist positions grew from 7,794 in 1990
to 10,347 in 1998, while filled non-generalist
matches decreased from 1994 to 1998 (NRMP,
1998). Also encouraging is the increase in the per-
cent of U.S. medical school graduates in the match
selecting generalist specialties. This increased from
44 percent in 1991 to 56 percent in both 1997 and
1998 (NRMP, 1998).

As noted above, another encouraging indication
of the progress being made to increase the number
of physicians in generalist spe-
cialties, is the decreasing rate of
subspecialization by internal
medicine residents. As indicated
in the Appendix, a change in the
Internal Medicine subspecializa-
tion rate will significantly impact
the number of generalists being
produced.

Another significant indicator
of the progress being made to in-
crease the number of primary
care physicians is the growth in
family practice residents, as his-
torically more than 90 percent
have remained in primary care.
Since 1992, there has been a
sharp increase in family practice
residency program graduates.
Between 1992 and 1999, the to-

1986 1987

1988 1989 1991 1992 1993 1994 1995

*General family practice, general internal medicine and general pediatrics

tal number of allopathic and os-
teopathic residents completing
family practice residency train-
ing will have increased by 55 per-
cent (Table 4). This growth in
family practice residents will

1996 1997

Source: AAMC, 1998



FOURTEENTH REPORT OF COGME

10

FIGURE 6

| NCREASED NUMBER OF
FEMALE PHYSICIANS

Filled and Unfilled Positions in the Match in Generalist and

Non-Generalist Specialties

The percent of active physi-
cians that are female has increased
steadily over the past 25 years from
7 percent in 1970 to 19 percent in
1995 (Figure 8). As indicated in
Figure 9, this trend will continue
as the percent of female medical
students continues to rise, reach-
ing 42 percent of medical school
graduates in 1996-97 (AAMC,
1998). A number of recent studies
has found that female physicians
work about 10 percent fewer hours
per week on average than male
physicians (Hadley and Mitchell,
1997). This will moderate the im-
pact of the growth in the total sup-
ply of physician services.

1,261 (14%)

7,850

1998

M ANAGED CARE AND THE
CHANGING HEALTH CARE
SYSTEM

Source: National Residency Match Program, 1998

12000 1 GENERALIST NON-GENERALIST
10,000 ¥ 10,347 2,034
(21%)
@ 8,000 ¥
S 7,794
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Year
Il Positions Filled [ Positions Unfilled
TABLE 4
Family Practice Residency Graduates
1992 1999* Increase ~ "ereent
Increase
AllopathiC .....ccocevvvevreriann, 2,385 3,624 1,239 52%
OsteopathiC ........cccccevreene. 237 448 211 89%
Total .o 2,622 4,072 1,450 55%

*Projection based on 1996 residents.

Source: Colwill, 1998

lead to a substantial increase in the total supply of
practitioners. As seen in figure 7, the number of fam-
ily practitioners could almost double over the next
20 years if the number of program graduates con-
tinues to increase.

3. FACTORS INFLUENCING THE BALANCE OF
SUPPLY AND REQUIREMENTS FOR PHY-
SICIANS

The total future supply of practicing physicians
will reflect both the number of new physicians en-
tering the system and the practice patterns of the
existing supply. Although the supply of physicians
will grow over the next 20 years, some basic changes
are taking place in the workforce and practice envi-
ronment that may moderate the rate of growth in
the total physician resources available to the nation.

The availability of physician
services depends not only on the number of physi-
cians entering the health care system but also how
many years physicians continue to practice medi-
cine, how they practice and how many patients they
see when they practice. For example, a change in
practice patterns or productivity that increases by 5
percent the number of patients served by a physi-
cian would be equal to a 5 percent increase in the

supply.

Changes in the health care system can impact
the supply of practitioners and physician services
in a number of ways. If the expansion of managed
care and increased competition lead to greater pro-
ductivity, this would increase the potential oversup-
ply of physicians. On the other hand, the changes
could have the reverse effect if physicians react
negatively and their productivity decreases, or they
work fewer hours or retire earlier. As seen in Figure
10, over the past decade mean work hours per week
have not changed significantly (Gonzalez, 1997).
While many physicians have expressed dissatisfac-
tion with the changes in the health care system, there
is no indication that physicians are working fewer
weeks or hours per year.

In regard to age at retirement, a recent analysis
of AMA data over time concluded that physicians
appear more likely to retire at an earlier age than in
the past (Kletke, 1998). If physicians on average
were to retire earlier, this could have a significant
impact on the total physician supply.
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FIGURE 7

Total Family Practice Physicians (Allopathic and Osteopathic)
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Providing Patient Care*, 1995-2015

—— Assumes continued growth in number of graduates from

— A- Assumes graduation rate equal to projected number of family
physicians completing training in 1999.

projected 1999 number of 4,072 to 5,000 per Year by 2004.

1995

2000 2005

Year

2010

*Excludes resident physicians and includes general practice physicians.

Percent of Total Active Physicians That Are Female
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FIGURE 8

United States, 1970-1995

13%

8%

10% “““\

1970

15%

2015

Source: Colwill, 1998

19%

1975 1980 1985

Year

1990

1995

DEMAND FOR PHYSICIANS

Demand for physician services
may also be changing. The evolu-
tion of managed care makes it dif-
ficult to predict the impact of its
expansion on the demand for phy-
sicians. In recent years, some of the
concern about a potential oversup-
ply reflected the relatively low phy-
sician-to-population ratios reported
in a number of studies of Health
Maintenance Organization (HMO)
physician staffing (Weiner, 1994).
However, these early studies may
not be representative of future prac-
tice patterns and policies. A recent
study by L. Gary Hart and his col-
leagues assessed physician use
rates in two mature HMOs (Hart,
etal., 1997). Their study measured
in-plan and out-of-plan use and
found a much higher rate of use of
physicians than reported in the ear-
lier studies (Figure 11). However,
even this most recent study does not
fully account for a number of sig-
nificant changes in many managed
care policies that allow enrollees
greater access to specialists. In ad-
dition, the Hart study did not ad-
just for self selection on the part of
managed care enrollees; thus, it
may be that high need populations,
such as the elderly, the chronically
ill and the Medicaid population,
will require greater physician re-
sources than reported by prior
studies.

The recent efforts across the
country to pass legislation related
to managed care and patient rights
may impact the demand for physi-
cians. Many of the bills and pro-
posals would limit the ability of
managed care plans to restrict ac-
cess to service and physicians.
Many health plans have already
modified their policies to permit
greater access to specialists than
under the traditional health main-
tenance organization models,
which were used as the basis for
predicting utilization of physicians
for the future. The current evolution
of managed care may lead to a greater

Source: Physician Characteristics and Distribution, 1997, AMA ~US€ of non-generalist physicians
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than anticipated in earlier forecasts of requirements.
The emerging use of some specialists to manage the
care for patients with chronic conditions falling under
their specialty (Stevens, 1997), may also dampen de-
mand for generalists compared to earlier projections.

In addition, there are a number of other factors
that could increase the demand for physicians. Par-
ticularly important is the increased availability
of health insurance coverage for the population.

FIGURE 9

Percent of Graduates of U.S. Medical Schools
That Are Female, 1960-1996

For example, the expansion of the availability of
child health insurance should lead to an increase
in demand and use of pediatric services. On the
other hand, the growing number of uninsured
adults is likely to dampen demand, at least in the
short run.

4. THE GROWTH IN THE SUPPLY OF NON-
PHyYsSICIAN CLINICIANS

The nation is in the midst of a
sharp increase in the number of
non-physician clinicians. These
are practitioners whose scope of
practice overlaps in varying de-
grees with physicians. This in-

50% 4 cludes practitioners traditionally
used as physician extenders, such
S T 41.5% as physician assistants; and pro-
40% + fessions that practice more inde-
pendently and may even compete
35% ¥ . ..
with physicians, such as optom-
30% ¥ etrists, podiatrists and chiroprac-
S tors. The growth in the number of
non-physician clinicians may
20% ¥ dampen the demand for physician
T & services.
10% 1 As well documented by
Richard Cooper and his col-
5% ¥ leagues (Cooper, et al., 1998A),
0% there has been a significant recent
1960-61  1965-66 197071  1975-76  1980-81  1985-86  1990-91  1996-97 increase in the number of stu-
dents, graduates and practitioners
Year in these professions (Figure 12).
Source: AAMC, 1998  The growth in educational capac-
ity and enrollment indicates
FIGURE 10 clearly thaj[ the _to_tql supp_ly_of
L non-physician clinicians will in-
Mean Hours of Work per Week for All Physicians, 1985-1996 crease rapidly over the next dec-
ade (Figure 13). Projections of de-
65 T mand and requirements for
HOURS IN PROFESSIONAL ACTIVITIES physicians need to take these cli-
60 ¥ . 577 58.8 58.8 59.1 58.9 58.8 583 . 58.5 niclans Intf) -account. - -
: In addition to an increase in
554 53.3 53.3 53.3 50 50 53.4 the number of non-physician cli-
iy i = = = 52.1 513 nicians, many of these professions
E/E/u HOURS IN PATIENT CARE have obtained authority for an ex-
o1 panded scope of practice through
State statutory and regulatory
45+ changes (Cooper, et al., 1998 B).
While the sharp increase in the
supply and scope of practice of
005 o 1m0 190 101 1w 1093 199 1% 19% non-physician clinicians presents

Year

an opportunity for increased col-
laboration and inter-disciplinary

Source: Gonzalez, 1997 practice which would benefit
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patients, there is also a potential for an oversupply
of practitioners and increased competition with phy-
sicians, which could be costly and not in the best
interest of patient care.

5. THE MARKETPLACE FOR GME

A critical question for health policy makers is
the extent to which the production of physicians,
both the number and mix, responds to changes in

FIGURE 11

HMO Physician Use Comparison:
Physicians per 100,000 Population

I Generalists

[ Specialists

61

71

the supply and demand for physicians. Is there a
marketplace for physician training, and if so, can it
be influenced or encouraged to train physicians con-
sistent with future health care needs? If the GME
marketplace is relatively responsive, then less gov-
ernment action will be needed to adjust production
to match physician requirements.

There are also some encouraging signs that the
specialty mix of physicians being trained responds
to the marketplace. As noted ear-
lier, there has been an increase in
the number and percent of new
physicians selecting primary care
specialties. This appears to reflect
the impact of the marketplace
more than government policy
(Jacoby and Meyer, 1998). The
Balanced Budget Act includes a
number of provisions designed to
reduce or eliminate the incentives
for hospitals to increase the num-
ber of residents as previously en-
couraged by the Medicare GME fi-
nancing system. In certain parts of
the country, demand (practice
opportunities) is already limited in
many specialties. For example, in
1997, the Center for Health

102
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Portland (1993)
(1993)

GHAA Kindig/
Industry Rentmeester
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Source: Eighth Report, COGME 1996, and Hart,

FIGURE 12

Selected Non-Physician Clinician Graduates
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Tarlov (1996)

Workforce Studies (SUNY, Al-
bany) surveyed physicians com-
pleting training in New York State
to determine their practice plans,
experiences and perspective. As in-
dicated in Figure 14, many physi-
cians completing training had to
change their plans due to limited
practice opportunities. The figure
also shows that non-generalists
had to change their plans more fre-
quently than generalists. Perhaps,
most striking, IMGs in New York
had much more difficulty finding
practice opportunities than
USMGs; and IMGs with tempo-
rary visas fared even worse in the
marketplace than other IMGs
(Salsberg, et al., 1998).

Figure 15 presents a scatter
plot of the rate of decline in posi-
tions in a specialty between 1994
and 1996 compared to the extent
to which the residency directors in-

L. Gary Hart
(1997)

etal., 1997

1992

1993

1994 1995 1996 1997

Year

1998 1999

Source: Cooper, et al., 1998A

dicated that graduates in the spe-
cialty were encountering signifi-
cant difficulty finding employment
in 1995 (Dunn and Miller, et al.,

2000 2001
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1996). There is a strong negative correlation (-0.53)
between perceived difficulty and decreased posi-
tions. From these data alone we cannot determine
how all specialties in all regions will respond to a

FIGURE 13

Projected Supply of Selected Non-Physician Clinicians

United States, 1990-2015

—H— Nurse Practitioners

crowded market. However, it does appear that low
demand in medical specialties is associated with
declines in residency positions.

RECENT DEVELOPMENTS:
1998 AND BEYOND

This section reviews recent policy devel-
opments that are likely to affect the physi-
cian workforce and residency training in the
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100,000 4 care demonstration and the new VA poli-
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Due to Limited Job Opportunities for U.S. and
International Medical School Graduates

of care; and the supply of physicians and other cli-
nicians is growing rapidly. Many of these changes
will have a significant impact on the supply, de-
mand, and use of physicians and the institutions that
train them. For example, as a result of these devel-
100 ¥+ opments there has been a decrease in hospital use,
a shift of services to ambulatory care settings, and
S | [ Generalists Il Non-Generalists an increase in the demand for primary care practi-
304 tioners. The decrease in hospital use has already
been significant: the number of bed days in short
term hospitals decreased by nearly a third from 1980
60 1 to 1995 (Figure 16). This decline is expected to
i continue. The changing marketplace will affect
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positions. The competitive marketplace could also

Source: Center for Health Workforce Studies, 1998 discourage ambulatory care facilities and managed
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care organizations from getting more involved with
training physicians.

Particularly significant to teaching hospitals, is
the growth of managed care enrollment. The num-
ber of insured individuals enrolled in managed care
has been increasing steadily for many years. Re-
cently, there has also been a sharp increase in Med-
icaid managed care enrollment. In fact, many States
have moved to require a large portion of the Medic-
aid population to enroll in managed care plans. This
has been facilitated by recent Federal legislation that
removed the requirement that States obtain specific

Ficure 15

Federal approval for mandatory enrollment. The
Balanced Budget Act also includes provisions to
facilitate enrollment in managed care by Medicare
beneficiaries. The Health Care Financing Adminis-
tration estimates that 28 percent of the Medicare
population will be enrolled in “Medicare + Choice”
programs by fiscal year 2001, up from 12 percent
in fiscal year 1997 (HCFA, 1998).

The increased enrollment by the Medicare and
Medicaid populations in managed care plans is
likely to have a major impact on teaching hospi-
tals, many of which previously served high percent-
ages of these patients. For many
of these hospitals, Medicare and
Medicaid GME dollars are criti-
cal sources of funding. The ex-
pansion of managed care and
competition may also lead to a
shift of patients to lower cost set-
tings away from teaching hospi-
tals.

One positive impact of the
marketplace has been the in-
creased interest and opportuni-
ties for generalist physicians
(Jacoby and Meyer, 1998). While
salaries for specialists on average
still exceed generalist physician
salaries, there appear to be
greater practice opportunities for
generalist physicians (Salsberg,
etal. 1998). As seen in Figure 14,
fewer physicians completing
training in New York in 1997 in

0

Percent of Resident Physicians Experiencing Difficulty Finding

S 10 15 20

Employment (Residency Director's Assesment)

generalist specialties reported
having to change their plans due
to limited practice opportunities
compared to non-generalist spe-
cialties.

25

Source: Miller, Dunn and Whitcome, 1997

TABLE 5

Recent Policy Developments Expected to Impact the
Physician Workforce and Residency Training

Development

Effective Date/Phase In

Marketplace Changes ..........cocovvvvvrvereennnn. On-going

The Balanced Budget ACt.........cccccoeevririnenes 1997-2002
GME Downsizing DemOS ..........ccceevrvreneennn. 1997-2002
State GME ACHIVItIES ......cvovvevereieicvcvereirea 1997-1999
VA GME POIICIES ...oovvevieiieeicecei e, 1997-2001
New IMG POIICIES ......ccccevvvrvireiiiiiiireieiian 1998-1999

2. THE BALANCED BUDGET ACT (BBA) oF
1997

This legislation includes a number of signifi-
cant changes in Medicare GME payment policies
which may affect the number and mix of residents
trained in the future. Many of the new policies have
been recommended by the Council on Graduate
Medical Education. Specific provisions include:

» A cap on total residents and a cap on the ratio
of interns and residents to beds: These caps
will prevent an increase in the number of resi-
dents for which Medicare GME payment will
be available. While this does not prevent a fa-
cility from adding or expanding a residency
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program, the lack of funding by Medicare is
expected to discourage increases in residents.

* A reduction in Indirect Medical Education
(IME) Funding: The Medicare adjustment fac-
tor for IME will be reduced in stages over a
five year period. This reduction began in Oc-
tober 1997 when the adjustment decreased
from 7.7 percent to 7.0 percent, and will de-
crease annually until it reaches 5.5 percent in
2002. This will lead to a decrease of nearly 30
percent in Medicare IME funding. The Con-
gressional Budget Office has estimated that this
provision will decrease Medicare GME fund-
ing by more than $5 billion over the five years
covered by the Balanced Budget Act (CBO,
1997).

FIGURE 16

e Use of a three year rolling average for calcu-

lating the number of residents for Direct Medi-
cal Education (DME) and IME payment: In
calculating hospital reimbursement, Medicare
will use an average number of residents over
the current and prior two years (except in the
first year of implementation, when a two year
average is being used). This will soften the fis-
cal impact of a reduction in residents. While a
hospital will still receive less reimbursement
from Medicare if it reduces residents, this pro-
vision provides higher payments to a hospital
than it would otherwise receive for two years
after a reduction in residency positions.

Medicare + Choice GME Carve out: Over the
next five years, the GME funds that Medicare
would have included in its pay-
ments to managed care organiza-
tions will gradually be excluded
from those payments to the HMOs
and held for distribution directly to
the teaching hospitals, which will
collect those funds to the extent that
they treat Medicare managed care
enrollees. From fiscal year 1998 to
fiscal year 2002, the share of GME
funds “carved out” will grow from
20 percent to 100 percent of the
funds related to GME. This provi-
sion secures a major source of
GME funding for teaching facili-
ties. In the absence of this provi-
sion, the increase in Medicare +
Choice enrollment would probably
have led to a significant decrease
in Medicare funds related to GME

1970

1975 1980 1985 1990

1995 flowing to hospitals (Table 6).

HCFA has estimated that approxi-

Source: AHA Guide to the Health Care Field as cited in the Area Resource File, 1997 mately $6.5 billion dollars will be

TABLE 6

Medicare + Choice
Value of GME Carve Out (in millions of dollars)

IME DME Total

.............................. $150 $60 $210
................................ 410 180 590
................................ 840 440 1,280
1,150 670 1,820

1,680 970 2,650

IME = Indirect Medical Education
DME = Direct Medical Eduction

Source: Health Care Financing Administration, June 1998

carved out over the five years of
the Balanced Budget Act, with $2.6 billion
being carved out in 2002 alone (HCFA,
1998).

The amount of funds to be carved out of the
payments reflects historical levels of Medicare
use of teaching hospitals. Since the GME pay-
ments to hospitals are still tied to Medicare
patient use of teaching hospitals, a shift of pa-
tients to ambulatory settings and non-teaching
hospitals, would lead to more funds being
carved out than actually being paid to teach-
ing hospitals.

Financing for training in non-hospital settings:
Under the BBA, free-standing ambulatory care
sites are now eligible for Medicare DME
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funding. In addition, hospitals had not previ-
ously been eligible to receive IME payment
for the time that their residents trained at non-
hospital ambulatory care sites, such as health
centers, HMOs, and private physician offices.
They will now be able to receive payment for
IME as well as DME. These changes will im-
prove funding for training in ambulatory set-
tings.

¢ \oluntary Resident Reduction Program: Hos-
pitals across the nation that voluntarily agree
to reduce residents by at least 20 percent over
five years and to increase the number of resi-
dents in generalist specialties will be eligible
for transition funding. Similar to the New York
Medicare GME downsizing demonstration, as
participating hospitals reduce residents, their
Medicare funding will also be reduced, but
more slowly than it would be in the absence of
the Voluntary Reduction Program. This allows
hospitals to hire replacement staff or redesign
services. No additional funding will be avail-
able for the transitions at the end of the five
years.

e Federal study of hospital overhead and super-
visory components of DME: At present, the
amount of DME per resident varies signifi-
cantly by facility and region. A new study by
the Department of Health and Human Serv-
ices may include recommendations to reduce
“inappropriate” variation in DME payment
levels.

In summary, many of the provisions of the Bal-
anced Budget Act support the goals of the Council,
including: downsizing; encouraging generalist phy-
sicians; encouraging training in ambulatory settings;
and providing a more secure funding stream for
GME as managed care expands.

While the Act removes financial incentives un-
der Medicare to increase the number of residents in
training, it is less clear whether the changes de-
signed to encourage ambulatory training and GME
downsizing will be sufficient to achieve these goals.
Another important consideration is the overall fi-
nancial implications of the BBA. If hospitals, par-
ticularly teaching hospitals, lose significant fund-
ing under the BBA, including from the GME related
provisions, then their ability and willingness to con-
tinue training physicians could be jeopardized. The
Congressional Budget Office has estimated that the
decrease in the adjustment factor for IME alone will
lead to a reduction of $5.6 billion in Medicare pay-
ments to teaching hospitals between 1997 and 2002
(CBO, 1997), and the Association of American

Medical Colleges (AAMC) has estimated that teach-
ing hospital operating margins will drop signifi-
cantly due to the BBA (AAMC, 1997). However,
HCFA estimates that combined IME and DME pay-
ments over the five years of the BBA will steadily
increase (HCFA, 1998). This reflects, in part, the
greater payments through the Medicare + Choice
GME carve out and the expansion of eligibility for
funding for training in ambulatory settings.

3. MEDICARE GRADUATE MEDICAL EDUCA-
TION DOWNSIZING EFFORTS

Two major Medicare efforts to encourage
downsizing the number of residents are the New
York Medicare GME Demonstration and the Vol-
untary Resident Reduction Program aimed at the
rest of the country. Both efforts are similar.

In 1997, 42 hospitals in New York State entered
into an agreement with Health Care Financing Ad-
ministration to voluntarily reduce the number of
residents training at their hospitals. As of Decem-
ber 1998, ten of the initial hospitals have withdrawn
from the demonstration; however, one other hospi-
tal joined in the second round in 1998 for a total of
33 participating hospitals. As noted in the paragraph
on the Voluntary Resident Reduction Program in
the previous section, the BBA includes a provision
to allow teaching hospitals across the nation to par-
ticipate voluntarily in a similar program.

Under the provisions of the New York demon-
stration, hospitals agreeing to a reduction of at least
20 percent of their residents are eligible to receive
transition payments over a six year period. (Five
years for hospitals entering in the second year of
the demonstration.) This allows them to hire staff
to replace residents and to cover other costs associ-
ated with the loss of residents. This can be critical
to assuring access to services for the patients previ-
ously served by the residents. The transition pay-
ments are tied to the number of residency positions
reduced and the level of prior Medicare reimburse-
ment. The share of the GME payments covered by
transition funding declines each year. (The BBA
provisions for the national demonstration are very
similar; however under the BBA, hospitals will not
receive transition payments for the first 5 percent
of the residency positions they eliminate.) By the
end of the demonstration, none of the hospitals will
receive support for the transition or the loss of resi-
dents.

The demonstrations require hospitals to make a
firm commitment to reduce positions or face severe
penalties. In New York, participating hospitals must
agree to reduce total residency positions by 20
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percent over the course of the demonstration if they
are part of a GME consortia or commit to a 20 per-
cent increase in the percent of their residents in pri-
mary care, obstetrics and/or geriatrics residency
positions. Other New York hospitals entering the
demonstration must agree to at least a 25 percent
cut in positions. (In the BBA demonstrations, den-
tal and podiatric residents are exempt; this is not
the case in the New York demonstration.)

In New York State, the goals of the demonstra-
tion are further supported by a change in New York
State GME financing policies. The New York State
Health Care Reform Act, effective January 1997,
includes a Professional Education Fund for GME
of $554 million from assessments on private payers
of hospital care. Ninety percent of the Fund is dis-
tributed based on historical resident counts and
costs. The funding for a teaching hospital is unaf-
fected by increases or decreases in residents during
the period of the New York legislation (1997-1999).
This provides an incentive to downsize residency
positions. However, there is no certainty that this
Fund will continue after 1999.

The remaining ten percent of the funding is
for a GME Reform Incentive Pool which provides
an explicit incentive to support workforce goals,
with the distribution of a majority of funds tied
to a reduction in total residents and an increase
in primary care residents. (New York has its own
criteria for defining primary care programs; this
includes a minimum percent of graduates actu-
ally going into primary care practice after train-
ing.) Many New York hospitals not in the Medi-
care GME demonstration are also reducing positions
although to a lesser extent than those in the dem-
onstration.

Since New York State residency programs train
15 percent of all allopathic residents in the nation
and 30 percent of all IMGs residents (JAMA,
1998B), the potential impact of the demonstration
program is significant. Hospitals participating in the
New York Medicare demonstration have approxi-
mately 5,300 residents. Since all participants are
committed to a reduction of either 20 percent or 25
percent, depending on a number of variables, the
demonstration is expected to lead to a reduction of
between 1,000 and 1,300 residents by the year 2002.
This represents approximately 1 percent of the
nation’s residents. HCFA has estimated that Medi-
care will save $400 million in reduced hospital pay-
ments due to the demonstration over the six years
of the project. Savings after the end of the project
will be even more significant as all transition pay-
ments will be ended and Medicare payments will
continue at lower levels.

An analysis of AMA GME data for New York
for July 1996 and July 1997 (the residency years
just before and after the Medicare GME demon-
stration and the New York State GME reforms)
found that Medicare GME demonstration hospitals
had reduced their residents by five percent, while
the other teaching hospitals in the State had reduced
their residents by two percent over the period. (Cen-
ter for Health Workforce Studies, 1998 B).

Many hospitals in New York were interested in
decreasing residents but decided not to participate
in the Medicare demonstration. Several reasons have
been cited by these hospitals: the minimum 20 per-
cent reduction in residents is a significant cut; the
penalties for failure to reach the minimum reduc-
tions is severe; the costs of replacing the residents
is high; and Medicare GME payments decline
steadily after the first year. Many hospitals, there-
fore, decided to reduce residency positions and seek
State funding for their reductions but not enter the
Medicare demonstration. In its first year, 1997, 31
hospitals not in the Medicare demonstration re-
ceived funding from New York’s GME Reform In-
centive Pool for reducing residents. This will sig-
nificantly add to the total decrease in residents in
New York.

Hospitals in the New York Medicare demonstra-
tion have also committed to either maintaining or
increasing by 20 percent the percent of residents in
generalist specialties over the course of the demon-
stration. Therefore, the net result will be an overall
increase in the percent in generalist specialties. The
New York State GME Reform Incentive Pool also
provides incentive payments for increases in gen-
eralist training positions. The preliminary analysis
of the AMA GME data confirmed that the majority
of reductions in New York were in non-generalist
positions (Center for Health Workforce Studies,
1998B).

The number of hospitals that are likely to take
advantage of the BBA Voluntary Resident Reduc-
tion Program is difficult to predict. As noted, many
hospitals in New York were concerned with provi-
sions of the demonstration, including the require-
ment to commit to a reduction of at least 20 per-
cent. Furthermore, hospitals that agree to reduce
residents under the BBA provisions would not re-
ceive transition funding for the first five percent of
their reductions.

The Congressional Budget Office has estimated
that the Voluntary Resident Reduction Program will
save Medicare $900 million between 1998 and 2002
(CBO, 1997). This would imply reductions in residency
positions substantially greater than in New York, where
the six-year savings were estimated at $400 million.
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4. STATE GRADUATE MEDICAL EDUCATION
ACTIVITIES

Historically, most States have supported State
medical schools as well as initiatives to address
specific concerns, such as shortages of physicians
in rural and urban areas. Very recently, States have
become involved with graduate medical education
financing and policies. Over the past several years,
17 States passed GME related legislation and as of
October 1998, 19 States have decided to “carve out”
GME associated funding from Medicaid managed
care payments, and some have linked the distribu-
tion of their Medicaid GME funds (or other State
funds) to State workforce goals. In addition, many
States have set up committees and task forces to
advise State leaders on GME financing polices.

These developments are significant and may
represent a potential new locus of responsibility for
physician workforce policy development. This sec-
tion reviews recent State activities, the relationship
to the Council’s goals, and the potential for States
to assume greater responsibility for physician
workforce policies and/or to partner with the Fed-
eral government. In order to assess the extent and
nature of State GME financing, a survey of State
GME activities was conducted for the Council (Cen-
ter for Health Workforce Studies 1998A).!

STATE SUPPORT FOR MEDICAL EDUCATION
AND PHYSICIAN REDISTRIBUTION EFFORTS

Traditionally, States have been very involved
in financing medical education. Unlike most pro-
fessions, the majority of the nation’s medical
schools are publicly supported. Seventy-four of the
125 allopathic medical schools are publicly spon-
sored (JAMA, 1998A); many others receive State
financial support. The extensiveness of State sup-
port most likely reflects a desire to meet the health
care needs of State residents and a desire to assure
access to medical school for individuals living in
the State; the vast majority of students at State medi-
cal schools are from within the State.

In response to concerns about shortages of phy-
sicians and limited access to services, many States
have developed programs to encourage physicians
to practice in underserved areas, particularly rural
and inner city communities. For example, many
States have established grants to family practice
residency programs, scholarships for service, loan
forgiveness and practice development grants. In
some cases, States have mandated that State sup-
ported medical schools and their affiliated training

1 The Center also received partial funding for the state GME
survey from the Commonwealth Fund.

programs have a family practice residency program
or train physicians in rural communities and/or pro-
duce a minimum percent of generalists. Some States
also directly or indirectly support residency train-
ing through their funding of public hospitals or clin-
ics, some of which are at publicly sponsored aca-
demic medical centers. Most of these State activities
are funded by State tax levies.

TRADITIONAL STATE MEDICAID FUNDING FOR
GRADUATE MEDICAL EDUCATION

The major source of State funds for GME is the
Medicaid program. While most of the myriad of
State programs for undergraduate medical educa-
tion and physician redistribution have involved State
legislation and/or a specific item in a State budget,
State funding for GME has generally escaped pub-
lic review. Traditionally, State GME funding has
been part of the State’s inpatient rates for Medic-
aid. While there are no Federal statutes or regula-
tions specific to GME reimbursement in the Med-
icaid program, general payment policies do apply.
Most States have modeled their Medicaid GME
payment policies on the Medicare methodology,
with components for direct graduate medical edu-
cation (DME) and indirect medical education (IME)
calculated similar to Medicare. Because GME re-
lated costs were embedded in the Medicaid inpa-
tient reimbursement on a formula basis, there was
no requirement for executive or legislative review
and approval; in fact, the actual amount of payment
associated with Medicaid was not (and is still not
fully) known to the public or State policy makers in
most States. The survey of States revealed that States
provide nearly $2 billion per year for GME through
the Medicaid program for the GME related ex-
penses.

Until recently most States had few caps on GME
related costs and no limits on the number of resi-
dents for which a hospital could claim payment.
Hence, similar to Medicare, the Medicaid program
may have provided an incentive for hospitals to add
residents.

NEw STATE GME FINANCING POLICIES

Recently, there has been a major increase in
State interest in GME financing and policies. This
appears to be driven by the expansion of Medicaid
managed care and the uncertain financial status of
teaching hospitals. As States move aggressively to
enroll their Medicaid population in managed care,
the traditional Medicaid GME funding stream to
teaching hospitals is disrupted. Instead of the State
Medicaid program reimbursing hospitals for each
Medicaid patient in the hospital, hospitals must
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negotiate with each managed care plan. Managed
care plans have a strong incentive to minimize their
expenses; they negotiate rates as low as possible.
In general, they pay hospitals less than the previous
Medicaid rates; managed care may also direct pa-
tients to less costly hospitals or avoid hospital use
whenever possible. This comes at a time when the
market has become more competitive and cost con-
scious and as Congress has sought to limit Medi-
care GME expenditures.

A major concern of teaching hospitals is that
they will be at a disadvantage in the competitive
marketplace if they have to cover the costs of teach-
ing in their negotiated rates. Training future physi-
cians, they argue, is a benefit to the public; but it is
a cost borne only by the teaching hospital. Thus,
providing funds for GME apart from the negotiated
rates, “levels the playing field” for teaching hospi-
tals, allowing them to compete with non-teaching
hospitals. This is very important as managed care
plans encourage patients to use lower cost hospi-
tals.

Finally, GME funding helps to support care for
the uninsured and medically indigent, research and
development, and education of medical students and
other health professionals. There has been concern
that if hospitals are forced to compete in the open
market without external support for GME, other
activities in the public interest might suffer.

As a consequence of these developments, teach-
ing hospitals have become more aware of, and con-
cerned with maintaining their State Medicaid GME
funding. The Medicaid GME carve out is similar to
the provisions in the BBA that authorize a carve
out of the GME related components of Medicare +
Choice payments and pay these dollars directly to
the teaching hospitals for services rendered. As of
October 1998, 19 States have authorized such a
carve out of the Medicaid GME funds from man-
aged care payments (Table 7). The recent State ac-
tivity is summarized as follows:

LEGISLATION: During the past two years there
has been a sharp increase in legislative activity
at the State level. Table 7 presents a summary
of the survey of State activities.

Seventeen of the States passed legislation in the
past three years. Much of this legislation was
to establish a commission or task force to ad-
vise the State on GME financing and reform.
Some of the other State legislation was to au-
thorize the carve out of GME funds from the
Medicaid managed care payment and some au-
thorized direct State funding for GME and in
one case, private payer support for GME (New
York).

While the list of State level activity is impres-
sive, there have been a number of efforts that
have failed to lead to new funding or a “carve
out” for GME. For example, in 1995 the Gover-
nor of Ohio vetoed legislation to provide additional
funding for teaching hospitals. In fact, in many
States, the establishment of task forces to review
GME issues and options reflects a lack of consen-
sus on the problem and/or what needs to be done.

MEDICAID MANAGED CARE GME “CARVE
OuTs”: As indicated in Table 7, 10 of the 18
States with the most allopathic residents, have
now authorized the carve out of GME funds
from Medicaid managed care payments, as have
nine of the other States in the survey. The table
also lists the effective date of the carve out, dem-
onstrating the significant level of activity in the
past three years. Table 7 also indicates the States
in which there is some discussion or explora-
tion of a Medicaid managed care carve out; in
some cases these are part of the mandate of ad-
visory groups; in others the approach is being
discussed by hospital committees or task forces.

It is important to note that States do not neces-
sarily need legislation to authorize the carve out
of GME funds from Medicaid managed care
payments. Depending on how funds are to be
distributed, it is possible to obtain a Medicaid
State Plan amendment or a 1115 waiver from
HCFA. In many States this does not require leg-
islation. In general, if the GME carve-out funds
are going only to teaching hospitals based on
the volume of Medicaid managed care patients
at the hospital, then a Medicaid State Plan
amendment is sufficient. However, if funds are
to flow elsewhere or if new or different criteria
for allocation are to be used, then a waiver may
be necessary, as was the case in Tennessee.

THE LINK TO PoLICY GOALS: A critical ques-
tion for national policy makers is whether this
new level of activity will promote national
workforce goals. While States are becoming
more involved in explicit GME financing poli-
cies, this does not imply automatic linkages with
workforce goals or that the workforce goals will
be consistent with national goals. In fact, a
majority of States that carve out GME from
Medicaid managed care payments, flow the
funds directly to teaching hospitals consistent
with traditional reimbursement practices in the
State. Nevertheless, once the amount of funds
devoted to GME is discussed publicly, which is
more likely with a carve out, many State offi-
cials and others are likely to consider the ben-
efits to the State and whether to link the fund-
ing to State workforce goals.
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TABLE 7
Allopathic Residents and Medicaid GME Activity by State

State Allopathic Percent Recent Medicaid Medicaid Direct State
Residents of All Legislation ~ Managed Care Fee for Subsidies
August 1997  Residents Carve-Out Service for GME
Effective Date  Carve-Out
New YOrk ......coooeevivveeeenrnen. 14,841 15% 1996 1996 - -
California .......cccocvvvviiiinnnns 8,431 9% 19970 D - Yes
Pennsylvania .............ccccuen.... 6,484 7% - 1997 Yes Yes

TEXAS cevveivieciiecieeieeie e 6,025 6% 1997 1997 Yes Yes
HINOIS ..o 5,549 6% 199601 D - Yes
ORIO v 4,725 5% - D - -
Massachusetts ..................... 4,264 4% - D - -
Michigan ........cccoeevervevrenne. 4% - 1997 Yes -
Florida........occoevviiiiniiecie, 3% 1997 - - Yes
New Jersey ........ 3% - D Yes Yes
North Carolina 3% - D - Yes
Maryland .......... 2% 199701 1998 - -
MiSSOUN ...coeviveiieiiieecieee. 2% - 1995 - -
Minnesota.......c.ccceeveeeveneane. 2% 1998 1999 - Yes
District Of Columbia.............. 1,902 2% - - Yes Yes
Virginia .ooovoeeeevecereiseeenes 1,889 2% 1996 1996 - Yes
(C1=To] o[- WP 1,852 2% 199701 1997 - Yes
TENNESSEL ....ooevvecvveerieerieenenn 1,830 2% - 1996 - -
ConnectiCut .....cccovevevveeerenns 1,801 2% 199801 - - -
Louisiana ....... 2% 19970 - - -
Wisconsin...... 2% - - Yes Yes
Washington 2% - - -
Indiana......cccceoeeveeiieevecinenen, 1% - b - b
Alabama.........cccoooviiiieiiienn, 1% - - - -
AriZONA ...oovvveieveeiecieeeeienia 1% 1997 1997 Yes -
Kentucky .... 1% 1998 - - Yes
Colorado ........... 1% 1997 1997 Yes Yes
South Carolina 1% - 1996 - Yes
OWA ..o 0.8% 1997 1997 Yes -
Kansas ......cccceeeeeeeveeiiccieenene 0.7% - - - -
Rhode Island ............ccoccevvennnee. 678 0.7% : i 3 i
Oklahoma .....cccooeveiiicicee 666 0.7% - 1995 - -
(0] T o] | IS 626 0.6% - D Yes Yes
Arkansas .........cccceevveeseriaenians 620 0.6% - - Yes -
West Virginia .......cccoeveeeenne. 601 0.6% i 1996 Yes i
Nebraska ........cccooecevveiieriennnn. 523 0.5% - - - Yes
Utah oo 522 0.5% 1997 1998 - -
TSI (51T ] o A 461 0.5% - 1996 - -
New MEXICO ......covevevereereiernne. 434 0.5% - 1997 Yes -
Hawaii ....coooveeveiieciciceciccie, 432 0.4% - - - -
New Hampshire .......c..ccceennee 264 0.3% - - -

MaiNg ...c.oovevieieieeceeeeeecee 250 0.3% b b - b
Vermont .......coeevvevievieiieeinns 226 0.2% - - - -
Delaware .........cccoceveveveeveeenennn. 222 0.2% - - - -
Nevada .......c.ccoeveeriiiiiiieenn 169 0.2% - - - Yes
North Dakota ...........cccccervenenee. 126 0.10% - - - Yes
South Dakota........ccccceveeveuennee. 104 0.10% - - - Yes
WYOMING v.vveveeiieieisirieeeeiene 42 0.04% - - - Yes
1daho ..o, 41 0.04% 1998 - - Yes
Montana ........cccoeeevierieiieiennn, 10 0.01% i i s i
Alaska ......cooeeeveeieiieieceeee 8 0.01% b T s T
ALL STATES .....coveveieieies 97,311 100.0%

T Data not available D Formal and informal discussions of Medicaid

O Legislation for the study of GME Managed Care Carve-Out in progress

- No or None
Sources: JAMA, September 2, 1998, Appendix Il, and Center for Health Workforce Studies, 1998
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Many States are actively promoting workforce
goals, particularly an increase in the number of
residents in generalist specialties (Table 8).
However, States are still more likely to use non-
Medicaid State funded initiatives independent
of GME payments to try to address specific
workforce goals. This is usually in the form of
grants or loan forgiveness. In terms of the use
of GME funding streams, nine States are using
their funds to promote additional primary care
physicians. The funds are distributed in a num-
ber of ways: several have set aside a share of
the funds for specific initiatives; while others
have conditioned some of the basic fund distri-
bution on performance; others are simply pro-
viding a higher payment for primary care resi-
dents.

After primary care, the second most common
State workforce goal is the redistribution of phy-
sicians to underserved areas, particularly rural
areas. However, as with encouraging primary
care physicians, most States use State grants
rather than GME funding streams to promote
physician redistribution. Support for training in
ambulatory settings is another important goal
for States. More States support ambulatory
training through GME funding links than
through State grants.

Two States (Michigan and Maryland) are using
asmall percent of their GME carve out funds to
support innovations in training. Only New York
has identified decreasing residents as a priority
and linked a portion of GME funding to this
goal. This is also a priority of many teaching
hospitals in New Jersey, although it is not cur-
rently tied to a formal State policy or funding
mechanism. The most comprehensive State ini-
tiative is in Utah where legislation has passed
authorizing an all payer health professions edu-
cation training fund. Medicaid, Medicare and
private payers would all contribute to the fund
which would be distributed based on the prior-
ity workforce needs of the State. While legisla-
tion has been passed, there are still many imple-
mentation issues to be worked out including
obtaining approval from HCFA for the pooling
and distribution of Medicaid and Medicare
GME dollars.

EVOLUTION OF STATE PoLICY MAKING
STRUCTURES: An important policy question is
whether these new State activities include the
development of decision-making structures with
the authority and expertise to assume responsi-
bility for physician workforce planning for their
State. Numerous States have established com-
missions, task forces or committees related to

GME (Table 9). Twelve of the 20 States with
the most allopathic residents have either tem-
porary or permanent groups and seven have in-
dustry groups involved in reviewing GME poli-
cies. Some of these groups are short term,
established to make recommendations on GME
financing, and policies. In some States, a Med-
icaid advisory committee with limited exper-
tise on medical education or workforce needs
has been asked to review and recommend Med-
icaid GME financing policies. An analysis by
the Center for Health Workforce Studies found
that seven States have workforce planning po-
tential because they have committees or task
forces with all of the following characteristics:
some GME expertise; some permanence; and
some authority for advising on GME policies
(Center for Health Workforce Studies, 1998A).
These committees/task forces could be the foun-
dation for physician workforce policy making
in the future.

The new State GME activities create an oppor-
tunity for designing a Federal and State part-
nership for physician workforce planning. It also
appears that additional Federal guidance and
technical assistance to States could help
strengthen their efforts to identify workforce
needs and to distribute available dollars in a
manner that addresses State needs.

5. TESTING PROCEDURES AFFECTING IMGS

The Educational Commission for Foreign Medi-
cal Graduates (ECFMG) evaluates graduates of for-
eign medical schools for entry into graduate medi-
cal education programs in the United States and
provides certificates to international medical gradu-
ates who meet minimum standards of eligibility
(ECFMG, 1997). Graduates of foreign medical
schools are required to have a valid ECFMG cer-
tificate to enter an allopathic residency program in
the United States accredited by the Accreditation
Council for Graduate Medical Education
(ACGME). (Only graduates of osteopathic schools
can enter a osteopathic residency program. Osteo-
pathic medical education is limited to the United
States; as such there are no IMGs in osteopathic
residency programs.)

To be eligible to enter residency training, IMGs
and graduates of U.S. medical schools must pass
Steps 1 and 2 of the three-step United States Medi-
cal Licensing Examination (USMLE), established
by the National Board of Medical Examiners and
the Federation of State Medical Boards. Passage of
all three parts is required for licensure for U.S.
medical school graduates and IMGs (ECFMG,
1997).
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TABLE 8

State Health Workforce Goals
(in decreasing order of number of resident physicians)

State MMC Encourage Downsizing Increase  Redistribute to Other
Carve-Out  Primary Care Training in Underserved ~ Workforce
Ambulatory  Urban/Rural Goals
Setting
New YOrk .....ccccoeeveviecicienne. O O O O O O
California .......cccceveeveveiecieniiennn - S - - S -
Pennsylvania .........c.cccccoeveninne. O S - - S -
TEXAS eoveveecieereeieee e 0 as - S S S
HINOIS ..o - S - - - -
OhiO e - - - - -
Massachusetts ] - S S S
Michigan............ ] - S S O
Florida.....cccoooveeeieeieiceeecceee, - S - - - -
NEW JEISEY ...vvvevevereriiiererisienenes - - - - - -
North Carolina ..........ccccceveuniee - S - S S -
Maryland .......cccooeevrviieriininne, O 0 - - - O
MiSSOUN ..ccveveviveieiciecieeeiae O - - - - -
Minnesota................ .ad S - - S -
District Of Columbia - - - - - -
Virginia .o.ooveeeeeeeeeeeeceeeeenns O - - - - -
(C1=To] o[- A O S - - S S
TENNESSEL ....vvvevveevicieeieeeiiens O [} - O [} -
ConnectiCut .....ccoeevevvirecieeirenas - - - - - -
LouiSiana .......ccevevevvereeieierennne - - - - - -
WisSconsSin ........ccceevveeeveeereane. - S - - S -
Washington ... - - - - - -
Indiana....... F S - - S -
Alabama.. - - - - - -
AriZONA ...ocveieieveeieieeeeeeiene O - - - - -
Kentucky ......ccooovvveriiieeiinen, - - - - S -
Colorado .......ccovvevveeieieenne O S - - S -
South Carolina.........c..cccocuee... O - - - -
[[0)1177: W .0 - - - - -
Kansas ........... - - - -
Rhode Island . ¥ ¥ ¥ ¥ T I
Oklahoma .....cccooeveiiiiceee O O - - -
(0] =10 o] PO - - - O - -
Arkansas ........cccccocevveeneeieniane - - - O - -
West Virginia ........ccoevveeennen. O i e e i e
Nebraska .........ccceeevveiiiiiiinnns - ] - - O O
Utah oo O [} - O S O
SIS (51T ] o A O - - - - -
New MEXICO ......cveververiereiaranne O ] - - O -
Hawaii ............... - - - - -
New Hampshire .......c..ccoeceiiine - O -
MaiNg ..cooovevieeieeeeeeeeeee b s b b s b
Vermont .......ccceevvevveceieiieeiine - - - - - -
Delaware .........cccocevevveveeinenee. - - - - - -
Nevada........... - - - - - -
North Dakota .... - - - - - -
South Dakota.... S - - - -
WYOMING .o - S - - - -
1daho .o - - - - - -
Montana ........ccoeeeveveienieniiienns i s i s s s
Alaska ......coooveieiiiiiiicecens i s i i s i
MMC = Medicaid Managed Care Linked to GME funding - None

wn O

+ Data not available State grants

Source: Center for Health Workforce Studies, 1998
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TABLE 9

State GME Advisory Committees
(in decreasing order of number of resident physicians)

State Temporary Permanent Voluntary Workforce
Commission Aadvisory Industry Planning
Group Advisory Group  Potential 1
New YOrk .......ccccovvenenns - Yes - Yes
California .......cccccveveueee - Yes[ - -
Pennsylvania ................ - - Yes -
TEXAS cvvververiereiierieieiienaas - Yes - -
HiNOIS ..o - Yes[ Yes Yes
(0] 1o T - - Yes -
Massachusetts - - -
Michigan........... - - Yes -
Florida.....cccooveeeririnnn. - Yes Yes -
New Jersey ........ccceeueene - Yesl Yes Yes
North Carolina .............. - - - -
Maryland .............cccee.. Yes[] - - -
MiISSOUN ..covvveicriiinen, - - - -
Minnesota..................... - Yes Yes Yes
District Of Columbia...... - - - -
Virginia .ooooveeeeeveienene, Yes[] - - -
(C1=To] o[- WU Yes[] - - -
TENNESSEE .....ovevrreriannan - - - -
Connecticut .................. Yes[ - - -
Louisiana ........c.coeveenene - Yes[ Yes Yes
Wisconsin.........ccoceenene. - - Yes -
Washington .................. - - - -
Indiana.......cccocoveverrininns ¥ ¥ T T
Alabama.........ccccoceenene. - - - -
AFIZONA .ovvvvieiieieiaiennes - - Yes Yes
Kentucky ......cceevvnene. - - - -
Colorado .......ccccccocuue.... - Yes Yes -
South Carolina.............. - -
lowa ......cceeee. - -
Kansas - - - -
Rhode Island ................ b s s ¥
Oklahoma ........ccccevrenes - - - -
(0] T o] | IS - - - -
Arkansas.........c.ccccceun.. - - - -
West Virginia ................ T T T i
Nebraska .........cccoc.c...... - - - -
Utah oo - Yes[ - Yes
MisSISSIPPI v.vovevereeeiee. - - - -
New MEXICO .................. - - Yes -
Hawaii .............. - - - -
New Hampshire ... - Yes -
Maine ....ccooovvveveerieiiienens b b ¥ 1
Vermont .......ccccceeveenen. - - - -
Delaware ........ccccovevruenen. - - - -
Nevada .......coceeerviiienns - - Yes -
North Dakota ................ - - Yes -
South Dakota................ - - - -
Wyoming .....cccoeeveverenne - - - -
1daho ..ccooooveii - - - -
Montana .........cc.cccucue... T s s b
Alaska ......cccccoeveveeinnn. ¥ s s b
T Data not available - No
O Legislative mandate for the 1 As assessed by Center for Health Workforce
study of GME financing Studies

Source: Center for Health Workforce Studies, 1998

Effective July 1998, an IMG seeking to obtain
an ECFMG certificate to enter residency training,
will also be required to pass the Clinical Skills As-
sessment examination (CSA). This is a one-day
examination that tests both clinical proficiency and
spoken English language proficiency. Passage of
Steps 1 and 2 of the USMLE and the English
language proficiency exam are a prerequisite to tak-
ing the CSA (ECFMG, 1997). Unlike Steps 1 and 2
of the USMLE which are offered around the world,
the CSA will be offered only in Philadelphia and
only in English (National Board Examiner, 1998).

In addition to the new examination, another
major change in testing procedures will be imple-
mented in 1999 when all three parts of the USMLE
will be converted from a paper examination to com-
puterized examination. Testing centers will be es-
tablished around the world. (National Board Exam-
iner, 1998)

It is not possible at this time to evaluate the
impact of the new clinical skills assessment exam,
and the computerization of the USMLE. However,
the changes in the examination process are likely
to reduce the number of IMGs applying for and
becoming eligible to enter residency training. The
CSA represents a brand new test and it is very un-
likely that all applicants will pass. A significant
percent of IMGs do not pass the USMLE steps on
their first try (Table 10). In addition, some IMGs
may not be able or willing to travel to Philadelphia
to take the exam. The computerization of the
USMLE may also represent a new hurdle for indi-
viduals not accustomed to this type of examination.
The new test and procedures could reduce the num-
ber of new IMGs seeking and obtaining ECFMG
certificates. On the other hand, even if this were the
case, it could be several years before residency pro-
grams feel the full impact of the change as there are
many IMGs with ECFMG certificates that have not
yet been accepted into residency programs; these
ECFMG certificates are still valid. This pool could
lessen the immediate impact of the new testing
policies.

On another IMG related issue, COGME has
recommended that the U.S. policies for physicians
with temporary visas be revised to restore the origi-
nal intent of the temporary visa program. In 1997-
98, 9.4 percent of all allopathic residents had J-1
and J-2 exchange visitor visas and another 2.7 per-
cent had temporary worker (H series) visas (JAMA,
1998B). If the recommendations of the Council re-
garding these visa categories are implemented, there
would probably be a reduction in residents seeking
and entering training and remaining in the United
States. The survey of residents completing training
in New York in 1998 found that only 24 percent of
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TABLE 10
USMLE Steps 1, 2 and 3

PAss RATES: FIRST-TIME TAKERS, 1996-97

generalist physicians to coordinate
and manage care for patients with
diagnosis/conditions for which the
specialist has the greatest exper-
tise. Finally, the whole system will

STEP 1 STEP 2 STEP 3 have a more patient-oriented focus

Total 1997 1996-97 Cohort Total Total 1997 (Stevens, 1997; National Health

# TESTED % PASSING # TESTED % PASSING # TESTED % PASSING Policy Forum, _1998)' T hese
changes are consistent with the

...... 16,719 95% 16,441 94% 16,440 94% recommendations of COGME,
271 78% 110 83% 47 92% particularly the reorientation to

______ 10,087 58% 14,913 5204 7030 63% generalism and the reduction in

specialty training positions.

Source: The National Board Examiner, 1998

the J-1 and J-2 visa doctors who were completing a
residency training program were returning to their
country of origin. The majority went on to
subspecialize. Of those going into patient care prac-
tice, the vast majority were going into Federally des-
ignated Health Professions Shortage Areas.
Excluding those residents who were going on to
subspecialize (since some of these physicians will
return to their native country after completing their
subspecialty training), 32 percent of those complet-
ing their training were leaving the U.S. (Center for
Health Workforce Studies, 1998A). A return to the
original intent of the temporary visa programs could
reduce the number of physicians entering residence
training and practice in the U.S.

6. DEPARTMENT OF VETERANS AFFAIRS
GME PoLICIES

The Department of Veterans Affair trains more
physicians than any other single organization in the
country. The VA has formal affiliations with 107 of
the nation’s medical schools and trains nearly 10
percent of the nation’s residents. The Department
of Veterans Affairs supports 8,900 residents nation-
ally. In addition, thousands of other residents rotate
through the VA for some of their training. In total,
34,000 residents receive some or all of their train-
ing at the VA each year (Stevens, 1997). Thus, VA
policies have a very significant impact on the
nation’s future physician workforce.

The VA is in the process of a major reorganiza-
tion of its very large service delivery network. The
VA system is being reoriented towards more pri-
mary care, coordination of care, and patient satis-
faction. The implications for physician training are
significant. First, the VA is in the process of elimi-
nating 1,000 specialty positions between the 1997-
98 academic year and 1999-2000 academic year.
Second, the VA will add 750 generalist positions,
for a net reduction of 250 positions. Third, the VA
will establish a “primary specialist” to allow non-

IMPLICATIONS OF RECENT
TRENDS AND RECENT
DEVELOPMENTS FOR COGME
RECOMMENDATIONS

The recent developments and initiatives are re-
viewed for their impact on COGME goals. Table
11 summarizes the general directions of the influ-
ence on each goal.

1. LIMIT GROWTH IN PHYSICIAN SUPPLY: The
number of physicians in training has leveled
off and is likely to decrease for the next few
years. The number of international medical
school graduates entering training has de-
creased over the past 5 years. The recent trends
may reflect anticipation of changes in Medi-
care payment, increased competition among
hospitals and reduced support for GME, the
growing concern with surpluses in some spe-
cialties, and/or declining hospital use. Many
of the most recent developments, particularly
marketplace pressures, the Balanced Budget
Act, and the Federal Medicare reduction dem-
onstration in New York, encourage downsizing
the number of residents. However, it is unlikely
that the 110 percent goal will be reached within
the next five years.

2. INCREASE THE PERCENT OF PHYSICIANS IN
GENERALIST SPECIALTIES: The marketplace,
State GME initiatives, private sector initiatives
and new VA policies are all contributing to an
increase in the percent of residency positions
in generalist specialties. However, the number
of non-generalist specialists being trained still
significantly exceeds the target recommended
by the Council. To achieve the Council target
for specialists, the number of physicians enter-
ing specialist residency positions would need
to decrease by approximately 4,000 per year.

On the other hand, the growing surplus in some
subspecialties appears to be contributing to an



FOURTEENTH REPORT OF COGME

26

less, it remains to be determined

TABLE 11 whether the recent pressures to
Impact of Recent Developments on COGME Goals shift training to ambulatory set-
tings and the more supportive pay-
RECENT DEVELOPMENTS ment policies will be sufficient to
COGME Goals BBA Marketplace  State Medicare VA IMG overcome .the significant fln_an-
Actions  Downsizing  Policies Exam cial, logistical and other barriers

Demos to ambulatory training.
Limit Growth of Physician 4. ESTABLISH A HEALTH WORK-
SUPPIY v + ++ +/— + + FORCE PLANNING SYSTEM:
Increase Percent Generalist The marketplace, the Balanced
071 + ++ ++ + N/A Budget Act, State actions and
o other recent developments are
Train in Ambulatory moving the physician work-
SEettiNgS .v.vvverevreerieeis + + + N/A N/A force toward the COGME 110/
Establish a Health Workforce 50-50 goals, albeit slowly to
Planning Process .................. +/— = + N/A N/A N/A date. The Balanced Budget Act
Provide an Adequat has taken an important step by
rovide an Adequate reducing the financial incen-
Financing for Training ........... +/— — +/— N/A N/A N/A tives to train more residents. It
Presere Safety-Net also appears that residency
Providers ......cccoovrvereerrrnenns — — N/A N/A N/A — programs do respond by
o downsizing when supply ex-
Increase DIVErSIty ........c.oeeenee N/A N/A +/— N/A N/A — ceeds demand and graduates
encounter difficulty in the job
“ Indicates a moderate influence consistent with COGME goals market. While the Federal gov-
o Indicates a strong influence consistent with COGME goals ernment can and should play

s Indicates a moderate influence not supportive of COGME goals

/7 Indicates a mixed influence

N/A Not Applicable

increased interest in generalist residency po-
sitions. The expanded eligibility for funding
for training in ambulatory sites authorized by
the Balanced Budget Act and some States, may
also encourage more generalist training. Re-
cent surveys of medical students and the re-
sults of the National Residency Match Program
have documented the increased interest in pri-
mary care specialties by U.S. medical school
students. While the nation has not yet reached
the COGME target for generalist physician
production, it is getting close and recent trends
are very encouraging. The nation is likely to
reach its target for the production of general-
ists within the next few years.

. TRAIN IN AMBULATORY SETTINGS: Medical

schools, residency review committees and
some States have promoted additional train-
ing in ambulatory settings and cooperation with
managed care organizations. The expansion of
the settings and arrangements under which
Medicare will recognize the costs of training
in ambulatory care settings should also facili-
tate training in ambulatory settings. Neverthe-

an important role in promoting

a workforce consistent with

health care needs, this can be

done in several ways. Potential

Federal roles in support of the
marketplace include: the collection and dis-
semination of findings on the physician mar-
ketplace; support for new training and organi-
zational models and demonstrations; and
design of financing systems that encourage a
workforce consistent with needs. The recent
increase in State activities offers additional op-
portunities to support education and training
consistent with local and regional needs
through Federal-State collaboration.

. PROVIDEADEQUATE FINANCING FOR TRAIN-

ING: The data available on the financial health
of the nation’s academic health centers and
other teaching hospitals do not indicate a gen-
eral fiscal crisis at the present time. However,
many of the recent developments raise serious
concerns about their future fiscal viability. The
competitive marketplace and the drive to con-
strain costs are likely to put increasing fiscal
pressure on most hospitals as well as ambula-
tory service sites. Training physicians can add
significantly to the cost of care; furthermore,
teaching hospitals, particularly academic
medical centers, provide many related public
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services that can add to costs. The competitive
marketplace and the lack of a system to fund
physician training independent of funding for
patient care services pose a threat to the
nation’s GME infrastructure.

While managed care plans may be willing to
pay slightly higher rates to have a teaching hos-
pital in their network, they are also likely to
resist paying the full cost of teaching. Fur-
thermore, given the competition between
plans and pressure from employers, managed
care plans are likely to move patients away
from high cost providers whenever possible.
Thus, teaching hospitals could find them-
selves with lower payment levels and fewer
patients.

A strong case can be made that training the
future physician workforce is a “public good”.
Teaching hospitals and other sites incur the
costs of training new physicians but the whole
community benefits. This issue may be even
more serious for ambulatory sites where pay-
ment is very limited and training can be dis-
ruptive to patient flow and productivity. Un-
fortunately, the competitive marketplace leaves
little room for voluntary support of these kinds
of public goods.

6. PRESERVE SAFETY NET PROVIDERS: Recent

developments do not offer much support for

safety net providers that train physicians. They
face the same pressures as all teaching hospi-
tals, but they serve significant percentages of
uninsured patients and have less leverage in
negotiating with managed care plans and other
payers. In addition, physicians in training are
important providers of care in these institu-
tions. To the extent that GME payment is re-
duced through the competitive marketplace
without an increase in funding for care for the
uninsured, services for the uninsured and the
fiscal viability of safety net teaching hospitals
will be endangered.

. INCREASE DIVERSITY: Recent developments

appear to do little to support the Council’s goal
of increasing the diversity of the physician
workforce. There are no specific provisions in
the BBA that would directly affect efforts to
increase underrepresented minorities in medi-
cine. While some States have established spe-
cific initiatives or policies to increase diver-
sity in medicine, there have been a number of
major setbacks to State policies in this area. In
general, increasing competition in health care,
the fiscal concerns of academic medical cen-
ters and efforts to decrease the total number of
residents could weaken the already limited ef-
forts by academic medical centers to address
the historical shortages of underrepresented
minorities in medicine.
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Recommendations

PHYSICIAN WORKFORCE
PLANNING

The available evidence suggests that progress
is being made toward the physician workforce goals
identified by the Council on Graduate Medical Edu-
cation. Yet there are a number of steps the Federal
government can undertake to more effectively pro-
mote a physician workforce consistent with the
health care needs of Americans. These recommen-
dations are designed to reinforce prior COGME rec-
ommendations, to support the workings of the mar-
ketplace, and to encourage effective State decision
making.

RECOMMENDATION 1

ENCOURAGE A MORE EFFECTIVE MARKET FOR
PHYSICIAN SPECIALTY AND GEOGRAPHICAL LOCA-
TION CHOICES. The Federal government, the medi-
cal education community and the States should fos-
ter a more effective marketplace for the training of
physicians by expanding the collection and dissemi-
nation of data on supply, need and demand for phy-
sicians by specialty and region. This information
should be shared in a systematic manner with medi-
cal schools, teaching hospitals, residency programs,
medical students, policy makers, States, payers, and
the general public.

Evidence suggests that U.S. medical students
and residency program directors are responsive to
information on career opportunities and workforce
needs. Yet, in the absence of more accurate and more
timely information on the current and projected
supply, demand and distribution of physicians, it is
difficult for the marketplace for GME to work ef-
fectively. Recent developments, such as the Bal-
anced Budget Act, which reduce the financial in-
centives to hospitals to train more physicians, and
new testing policies for international medical school
graduates (IMGs), which may reduce the number
of IMGs entering training, increase the likelihood
that the marketplace for training physicians can
work effectively. The timely and systematic collec-
tion and dissemination of data on supply, demand
and distribution will promote the training of a phy-
sician workforce consistent with the needs of the
nation. This should build on the existing data col-
lection activists of such organizations as the AMA,
AAMC and the AHA.

Promoting a physician workforce that meets
future health care needs of Americans will be also

be facilitated through expanded research on a wide
range of issues related to the physician workforce
and practice patterns. Particularly important is a
better understanding of the impact of changes in
the marketplace, technology, and the aging of the
general population and physicians on the supply,
demand and use of physicians and the competen-
cies that physicians will need in the future.

RECOMMENDATION 2

INTEGRATE WORKFORCE PLANNING FOR PHYSI-
CIANS AND NON-PHYSICIAN CLINICIANS. A new na-
tional system for integrated health workforce plan-
ning should be established. This could include an
advisory committee or forum that encompasses a
variety of health professionals in a collaborative
planning process and expanded data collection on
all health professions. This could also include a sys-
tem to track and monitor the impact on residency
training of the Balanced Budget Act, the marketplace,
State GME policies and other recent developments.

The growth in the number and types of physi-
cians, non-physician clinicians and other health
personnel being trained, the increasing need for
collaboration among health professionals, and the
need for basic data to help formulate public and
private policies and programs, all support the need
for a national health workforce planning process.

This process should allow for the diversity of
programs and approaches and should stress ex-
panded data collection for all health professions,
an integration of planning across professions and a
forum for a dialogue involving numerous profes-
sions. An advisory committee with representation
from a wide array of health professions, could be
established to promote collaboration among profes-
sions to monitor trends in supply, demand and utili-
zation, and to promote education and training to
meet the health care needs of the nation. Alterna-
tively, existing national advisory committees on the
health professions workforce, such as the COGME,
and the National Advisory Council on Nursing Edu-
cation and Practice (NACNEP) could coordinate to
carry out integrated analyses and assessments of the
health professions workforce supply.

RECOMMENDATION 3

PROVIDE FINANCIAL INCENTIVES FOR PRIORITY
NATIONAL WORKFORCE GOALS. A portion of the GME
carve out from the Medicare+Choice payments



FOURTEENTH REPORT OF COGME

30

should be distributed based on performance con-
sistent with national physician workforce goals.

The Balanced Budget Act authorizes the “carve
out” of GME dollars from the Medicare payments
for Medicare+Choice enrollees. The carve out is
being phased in over five years. The Health Care
Financing Administration estimates that the dollar
value of this carve out will reach $2.6 billion by
Federal fiscal year 2002. This will be a very visible
Federal Medicare contribution for GME. These
funds are to be distributed based on current Medi-
care GME payment policies. While progress is be-
ing made toward the COGME workforce goals for
the nation, progress has been slow and there are
some important gaps.

Several States that now carve out the GME por-
tion of Medicaid managed care payments and dis-
tribute the funds to teaching hospitals, link the dis-
tribution of a portion of these funds to performance
in achieving State GME policy goals. This includes
such goals as increasing the number of generalists
being trained and increasing training in ambulatory
sites. These may be models for the Medi-
care+Choice GME carve out.

Under the Balanced Budget Act, the amount of
funds to be carved out of the Medicare+Choice pay-
ments is based on historical rates of GME payments
and Medicare patients use of teaching hospitals.
Payments to teaching hospitals, however, will be
based on actual use of teaching hospitals by
Medicare+Choice enrollees. Because use of teach-
ing hospitals by Medicare+Choice enrollees may
be less than in the past due to changes in patterns of
use under managed care, the amount carved out of
the payments is likely to exceed the amount to be
paid out to teaching hospitals. This difference could
form the base for financial incentives to promote
national physician workforce goals. The implemen-
tation of the Medicare carve out is an opportunity
to promote workforce goals without raising new
funds. The Council recommends legislation to au-
thorize these changes.

RECOMMENDATION 4

PROMOTE FEDERAL-STATE PARTNERSHIPS FOR
HEALTH PROFESSIONS PLANNING. Federal policy
and programs should support and encourage the
development of State GME policy-making structures
and effective workforce policies. The Federal gov-
ernment should explore approaches to collabora-
tion and partnerships with States with workforce
planning systems.

States have a major interest in GME within their
boundaries. GME is a major determinant of the sup-
ply and specialty mix of physicians in States, which

directly affects the availability and cost of medical
services. As indicated in this report, many States
have recently become involved with GME financ-
ing and policies. This builds on traditional State
commitments to undergraduate medical education,
State supported academic medical centers, and State
efforts to address shortages in underserved rural and
inner city communities. While some States have
linked their new authority over GME financing with
their workforce needs, this effort is still in the early
stages of development. A new Federal initiative to
help States build the expertise and capacity for
workforce planning would be very timely. Particu-
larly important for States, will be the willingness
of the Health Care Financing Administration
(HCFA) to support State innovations under the
Medicaid program, which is the major source of
State GME funding.

Because of the newness of State activities in
this area, it is not yet known whether regulatory or
statutory changes will be necessary to allow States
the flexibility to target their Medicaid GME dol-
lars to their workforce needs. This should be moni-
tored closely.

Congress has indicated its willingness to explore
flexibility with Medicare GME funds to encourage
rational workforce planning through the authority
in the Balanced Budget Act for demonstrations with
GME consortia. This might be a vehicle for dem-
onstrations with States. The demonstration author-
ity could permit Medicare GME funds to be dis-
tributed based on a State GME priorities.

DECREASING THE NUMBER OF
PHYSICIANS IN TRAINING AND
INCREASING THE NUMBER OF
GENERALISTS

As documented in this report, there are a num-
ber of forces encouraging a decrease in the number
of residents being trained in the U.S. Yet it is un-
likely that the new developments will be sufficient
to reach the goals of COGME for downsizing. The
number of residents should be monitored closely
and consideration should be given to additional in-
centives for downsizing.

RECOMMENDATION 5

CONTINUE TO PROMOTE A REDUCTION IN THE
NUMBER OF PHYSICIANS IN TRAINING, PARTICU-
LARLY SPECIALISTS. If there is not a significant de-
cline in first year residency positions by the 2000-01
academic year, additional incentives for downsizing
should be implemented.
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It is difficult to predict with specificity the im-
pact of all of the recent developments with any con-
fidence. It is important, therefore, to monitor closely
the number of new entrants entering training each
year. If new entrants into allopathic and osteopathic
residency positions do not drop to 115 percent of
the 1993 U.S. medical school graduates by the 2000-
01 academic year, then additional downsizing in-
centives should be implemented.

It appears that the marketplace and many of the
previous efforts to increase the number of general-
ist physicians have been effective and that the na-
tion is making good progress toward its target for
the production of generalists. Additional policies
to increase physicians training in generalist special-
ties do not appear to be needed at this time

RECOMMENDATION 6

PROVIDE ENHANCED TRANSITION SUPPORT FOR
SAFETY NET HOSPITALS THAT REDUCE THE NUM-
BER OF RESIDENTS IN TRAINING. This should include
the authorization of the use of National Health Serv-
ice Corps to assist in the voluntary downsizing of
residents in safety net hospitals.

Hospitals that depend the most on residents for
service are least likely to voluntarily reduce resi-
dents. Redesigning services and replacing residents
can be difficult and costly—especially for safety
net hospitals in underserved areas. For example,
several hospitals with a high percent of uninsured
patients in New York State decided against enter-
ing the Medicare GME demonstration due to the
certain loss of Medicare GME revenues as the dem-
onstration progresses and the anticipated cost of
replacement staff. The current support available
through the Medicare GME downsizing demonstra-
tions authorized by the Balanced Budget Act ap-
pears insufficient to assure the fiscal health of safety
net hospitals that reduce residents.

Additional financial support for safety net hos-
pitals from Medicare targeted to support access to
care for the uninsured and technical assistance from
HRSA on the redesign of services and recruitment
of alternatives to residents, would help support a
voluntary reduction and the preservation of essen-
tial services. Expanding the National Health Serv-
ice Corps to include placement at safety net hospi-
tals, as previously recommended by the Council,
could also help assure essential services by safety
net hospitals as they reduce residents.

RECOMMENDATION 7

RESTORE THE EXCHANGE VISITORS VISA PRO-
GRAM TO ITS ORIGINAL INTENT. National policies
and administrative procedures related to physicians

with temporary visas should be revised consistent
with the original purpose of these visas.

In June of 1997, the Council recommended a 4-
year phase out of the policy of granting waivers for
service reasons of the requirement that physicians
with J-1 visas return to their country of origin after
completion of their residency training. This would
help restore the exchange visitor program to its
original purpose of assisting other countries to ben-
efit from advances in medical training in America.
The Council has also recommended that the require-
ment that J-1 visa physicians return to their origi-
nating country for at least two years before return-
ing to the U.S. be increased to five years and that
the use of H-1B visa for physician residency train-
ing be eliminated. These policies would help re-
duce the number of new physicians in the U.S. and
prevent a drain of physicians from other countries.

Most observers believe that the reduction in resi-
dency positions that is occurring will lead to a re-
duction in IMGs, reflecting a preference by resi-
dency programs for U.S. medical school graduates.
Since a high percent of IMGs with J-1 visas who
stay in the U.S. go into practice in underserved ar-
eas, a decrease in residents with temporary visas
may require an expansion of the National Health
Service Corps and/or other initiatives to assure ac-
cess in areas now served by IMG physicians with
temporary visas.

GME FINANCING

RECOMMENDATION 8

ESTABLISH A STABLE AND EQUITABLE SOURCE
OF LONG TERM FINANCING FOR GME. Graduate
medical education is a public good that benefits the
whole nation. All payers should share the costs of
training. The Council, therefore, recommends the
development of an all payer financing system that
would spread the costs of preparing a well-quali-
fied physician workforce equitably across all pay-
ers.

As the health care marketplace becomes more
competitive and GME financing decreases, the fis-
cal health of the nation’s teaching hospitals may be
threatened. While the authorization for carve outs
of GME funds from Medicare and Medicaid man-
aged care payments should help preserve a flow of
Medicare and Medicaid dollars to teaching hospi-
tals, the basic framework of the competitive mar-
ketplace may create serious problems for teaching
sites.

Training the future physician workforce is a
public service that teaching hospitals provide for
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the benefit of the whole nation; however, the cur-
rent marketplace approaches to health care financ-
ing are not likely to create sufficient funding for a
quality education for the nation’s future physician
workforce. The responsibility for paying for the
training should not be the sole responsibility of
teaching hospitals nor of Medicare and Medicaid.
It is appropriate, therefore, that the cost of training
be supported by as broad a base of payers as pos-
sible.

The erosion in GME payments is likely to in-
crease as competition increases in the health care
industry. The Balanced Budget Act, by reducing the
rate in the growth of payments to teaching hospi-
tals, may also reduce funding for GME. Quality
medical training is costly. Yet, if support for train-
ing is inadequate, it will be difficult to provide the
high quality training expected by both policy mak-
ers and the public. The Council, therefore, recom-
mends the development of an all payer financing
system that would spread the costs of preparing a
well-qualified physician workforce equitably across
all payers.

There are many benefits of a competitive mar-
ketplace; but it does not appear that support for serv-
ices for the public good are among them. In the com-
petitive environment, payers and purchasers have a
very strong incentive to control costs. Long term
support for public goods, such as physician train-
ing, is unlikely in this environment.

This is not to suggest that all teaching hospitals
should receive unrestricted funding regardless of the
nation’s needs for additional physicians. If an all
payer system were established, it would be impor-
tant to build in mechanisms for public accountabil-
ity to assure that the funds are spent wisely and care-
fully to support the workforce needs of the nation.

ENCOURAGING TRAINING IN
AMBULATORY CARE SETTINGS

RECOMMENDATION 9

ASSURE ADEQUATE FUNDING FOR TRAINING IN
AMBULATORY SETTINGS. Policies related to financ-
ing GME in ambulatory sites should be reviewed
closely. If necessary, additional policies and pro-
grams should be developed to support quality train-
ing in ambulatory settings.

While a number of recent developments sup-
port increased training in ambulatory care settings,
these may not be sufficient to encourage a signifi-
cant shift in training to ambulatory care settings.
This should be monitored closely. The Federal gov-
ernment should provide technical assistance and
support the development of models for effective
training in ambulatory settings. Further revisions
in financing policies may be necessary to support
training in ambulatory settings.

In 1999, the Council plans to undertake a re-
view of current policies related to GME financing,
including ambulatory care settings and issue a re-
port on the adequacy of current policies.

CONCLUDING COMMENTS

On anumber of issues, such as further reducing
the number of residents in training and increasing
support for training in ambulatory settings, the
Council has recommended modest steps. While
the nation’s physician workforce goals have not
yet been met, as this report documents there has
been clear progress and recent developments pro-
vide support for many of the COGME goals. The
Council believes that the strategy recommended in
this report—to promote a more effective market-
place, to develop a more integrated planning proc-
ess, to provide financial incentives for priority
goals, to work with States, and to advocate for more
stable, long term financing of GME—is an effec-
tive strategy. Given the progress being made, re-
cent developments and the potential impact of the
above recommendations, the Council does not rec-
ommend a major new Federal authority for deter-
mining the physician workforce or major new
governmental expenditures. The Council is hope-
ful that the recommendations above will be suf-
ficient to achieve the nation’s health workforce
goals.

While the Council believes that the recommen-
dations will help bring the future supply of physi-
cians into balance with the nation’s requirements,
these recommendations are not likely to address
other high priority goals of the Council, such as in-
creasing the diversity of the physician workforce
and the maldistribution of physicians. These goals
continue to be a high priority of the Council and will
require other actions to adequately address them.
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Appendix: Notes on the Mix of Generalists
and Specialists

Calculation of Percent and Number of Primary Care Physicians

A critical factor in assessing the proportions of
residents who ultimately become generalists or spe-
cialists is the subspecialization rate of primary care
residents, especially those in Internal Medicine.
Table A-1 provides estimates of the distribution of

TABLE A-1

THREE SCENARIOS, 1997-98

residents between primary care and non-primary
care specialties for 1997-98.

The three estimates presented in Table A-1 are
based on several assumptions. All of the scenarios
assume that 78 percent of Pediatrics PGY1s, 95 per-
cent of Family Practice PGY1s, and
78 percent of Med-Ped PGY 1s will
eventually choose primary care spe-
cialties. These estimates come from
the Bureau of Health Professions
(Politzer, 1998). The Center for
Health Workforce Studies has fur-

P tt PERCENT INT MED TO PRI CARE, 1997-98

Specialty Number Sepre(,\::iglt; ther assumed that of the 1,589 Pre-
PGY1s* Category 40% 50% 60%  liminary PGY1sincluded in the In-
ternal Medicine total, none enter

Family Practice ................. 3.260 95% 3.079 3,079 3,097 primary care.
Pediatrics .....ccceveveviverererennas 2,458 78% 1,917 1,917 1,917 The ultimate physician spe-
IM General ........ccoeevervennne. 6,126 = 2,450 3,063 3,675 C|a|ty mix is very sensitive to the
Preliminary ...........ccevne. 1,589 0% 0 0 0 percentage of Internal Medicine
Med-Ped ......oooovveerrcrrrrrrenn 435 78% 339 339 339  PGY1swho ultimately choose pri-
Osteo Intern PC (60%) ....... 1,335 60% 801 801 gor ~ mary care. Estimates are provided
in Table A-1 based on assumptions
PRIMARY CARE 8,605 9,217 9,830 that 40 percent, 50 percent or 60
percent of Internal Medicine PGY1s
Family Practice ................... 3,260 5% 163 163 163 ultimately choose primary care.
Pediatrics ........ovvvrrrrrrrerenes 2,458 22% 541 541 541 These result in estimates of the
Internal Medicing ............... 6,126 Hokk 3,675 3,063 2450  change in primary care PGY1slots
Preliminary ................. 1,589 100% 1,589 1,589 1589  required to achieve the 110/50-50.
Med.Ped 435 2204 % % % Depending on the rate of
BOTEL s 0 subspecialization, the annual pro-
Osteo Intern NPC (40%) ..... 1,335 40% 534 534 534 duction of genera”st ranges from
Other Non-Primary Care ..... 7,940 100% 7,940 7,940 7,940 8,605 (40 percent enter primary
NON-PRIVARY CARE 14,538 13,926 13313  CAre)109,830 (60 percent enter pri-
mary care). While historically it was
TOTAL (ALLOPATHIC + OSTEOPATHIC) 23,143 23,143 03,143  ©stimated that 60 percent or more
internal medicine residents went on
Percent PGY1s Estimated to Enter Primary Care................... 3% 40% 42% to subspecialize, recent data from
Total PGY1s Needed to Achieve 110% 19,757 19,757 19,757 the Center for Health Workforce
ola O s : : : Studies indicate that in New York
Generalist/SpeCialist Target ................................................... 9,879 9,879 9,879 State in 1997, On|y 40 percent were
Change in Generalist PGY1s to attain 110/50-50................... +1,274 +662 +49 going on to subspecialize. This
Change in Specialist PGY1s to attain 110/50-50 ................... -4,659 -4,047 -3,434  study uses the mid range estimate

of 50 percent for the Internal Medi-

* Actual number of PGY1s in specialty with no prior US graduate training
** Percentage varies by column and is either 40%, 50% or 60%.
***Percentage varies by column and is the complement of either 40%, 50% or 60%.

cine subspecialization rate, but the
sensitivity to variations shown in
Table A-1 suggests that policy ana-
lysts follow this factor closely in the

Center for Health Workforce Studies, 1998 future.
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