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BACKGROUND AND OBJECTIVES: Numerous organizations are calling for the
expansion of graduate medical education (GME) positions nationally. Develop-
ing new residency programs and expanding existing programs can only happen
if financial resources are available to pay for the expenses of training beyond
what can be generated in direct clinical income by the residents and faculty
in the program. The goal of this study was to evaluate trended data regarding
the finances of family medicine residency programs to identify what financial
resources are needed to sustain graduate medical education programs.

METHODS: A group of family medicine residency programs have shared their
financial data since 2002 through a biennial survey of program revenues, ex-
penses, and staffing. Data sets over 12 years were collected and analyzed, and
results compared to analyze trends.

RESULTS: Overall expenses increased 70.4% during this period. Centers for
Medicare and Medicaid Services (CMS) GME revenue per resident increased
by 15.7% for those programs receiving these monies. Overall, total revenue
per resident, including clinical revenues, state funding, and any other revenue
stream, increased 44.5% from 2006 to 2016. The median cost per resident
among these programs, excluding federal GME funds, is currently $179,353;
this amount has increased over the 12 years by 93.7%.

CONCLUSIONS: For this study group of family medicine programs, data sug-
gests a cost per resident per year, excluding federal and state GME funding
streams, of about $180,000. This excess expense compared to revenue must
be met by other agencies, whether from CMS, the Health Resources and Ser-
vices Administration (HRSA), state expenditures or other sources, through sta-
ble long-term commitments to these funding mechanisms to ensure program
viability for these essential family medicine programs in the future.

(Fam Med. 2018;50(2):123-7.)
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orkforce analyses have
projected the need for
more physicians, partic-

ularly primary care physicians, in
the coming years.* Addressing this
projected shortage of providers will
require creating new primary care
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residency training positions* and
as such, the American Medical As-
sociation, Association of American
Medical Colleges, and numerous oth-
er organizations are calling for the
expansion of graduate medical ed-
ucation positions nationally.>¢ New

medical schools are developing in
many regions, and many existing
medical schools are expanding to
meet the demand for all specialties
in the future. All of these new stu-
dents will need residency positions
in which to train, and a particular
need for primary care physicians—
whose training is more costly than
specialty training because of clinical
revenue differences’—as well as for
redistribution of physicians from ur-
ban to rural locations, is fueling in-
terest in many states to help finance
the start-up phase for new residency
programs.

Developing new programs and ex-
panding existing residency programs
can only happen if two necessary
conditions are met. First, resources
required for training in the particu-
lar specialty must be present in the
community (patient population, fac-
ulty in that specialty, teachers from
other specialties, clinic and hospital
facilities with needed capacity), and
second, financial revenue streams
must be present to pay for the ex-
penses of training beyond what can
be generated in direct clinical income
by the residents and faculty in the
program.

Understanding the sources of rev-
enue and the amount of money po-
tentially available from each source
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to offset the expenses of residency
programs is essential to everyone in-
volved in developing and sustaining
these programs. In particular, lead-
ership and boards of local clinics and
hospitals need to understand what
may be “asked” of them for finan-
cial support. State legislatures are
starting to provide payment streams
to assist state programs and need
to know how much money is need-
ed. Nationally, both the Centers for
Medicare and Medicaid Services
(CMS)—which provides Medicare
and Medicaid Graduate Medical
Education (GME) funding—and
the Health Resources and Servic-
es Administration (HRSA)—which
provides GME funding for the Teach-
ing Health Center (THC) program—
are being examined for their critical
roles and amounts of payments for
graduate medical education.”® Fu-
ture budget planning and regulato-
ry decisions by these organizations
are essential to the ongoing financ-
ing of residency programs, but data
to guide those decisions are limited.®

Published data examining the ex-
penses and overall costs of residen-
cy programs have struggled with
how to account for the variability
in the sizes and structures of these
programs, complicated further by
regional variations in practice rev-
enues, wage indices, local cost of
living, wealth of community, orga-
nizational size and structure, and
other variables.®%” In particular,
primary care training is difficult to
normalize given the differences in
program structures between those
that are based in community clin-
ics, hospitals, and academic medical
centers. A recent article examining
the costs of the THC programs pro-
vided a cost per resident estimate,®
but this is not an ideal benchmark
for other, non-THC programs due to
accreditation differences and prac-
tice structure and reimbursement
differences.

The goal of this paper is to pro-
vide trended data that has compre-
hensively tracked the finances and
operations of a network of family
medicine residency programs who
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represent a wide range of program
structures, specifically to compare
the cost per resident for established
Accreditation Council for Graduate
Medical Education (ACGME)-ac-
credited core family medicine pro-
grams more typically financed by
CMS rather than the THC program.
Our objectives are to identify trends
and questions regarding program fi-
nancing to elucidate important con-
siderations in the ongoing national
discussion about what is needed to
support graduate medical education
programs, and how this might be ac-
complished.

This study was considered exempt
from IRB review under University
of Washington Human Subjects Re-
search guidelines.

Methods
The University of Washington Fami-
ly Medicine Residency Network (“the
Network”), currently consists of 30
family medicine residency programs
in Washington, Wyoming, Alaska,
Montana, and Idaho all of which
are affiliated with the University of
Washington, but are independently
sponsored by their clinics, local hos-
pital systems, universities, or consor-
tia, and thus financially independent
of one another except where sponsor-
ship is mutual. Program structure
varies significantly; the number of
residents per year ranges from 6 to
15 (median: 8), and the number of
faculty from 4 to 12 (median: 6).
The Network was established in
1977, with collaborative relation-
ships among all programs in sup-
porting sharing of best practices,
data, and resources. As part of this,
Network programs have shared their
financial data since 2002 through a
biennial survey of program revenues,
expenses, staffing, and productivi-
ty data. Each survey was conducted
in a defined time frame, at a simi-
lar time of year, and analysis of the
data across multiple elements was
done using a standardized approach
for each biennial data set. Results of
prior data analyses have been pub-
lished.™

The current data set was similarly
collected and analyzed, and results
compared against previous data sets
from 2006, 2008, 2010, and 2012. All
18 established core programs report-
ed data sets. Several programs in the
Network were excluded from this
analysis because their financial mod-
els are significantly different from
ACGME-accredited established core
family medicine programs, including
programs that had not yet graduat-
ed their first class of residents, os-
teopathic programs that had not yet
been accredited by the ACGME un-
der the Single Accreditation System,
and Rural Training Tracks which are
all smaller and affiliated with a core
program. Median values for all data
elements were analyzed rather than
mean values, given some significant
outliers in individual data elements.

Results
Expenses (Table 1)
Expenses for the residency program
were defined as all expenses attrib-
utable to the operations of a family
medicine program, including the ex-
penses of the family medicine clinic
where the core program resident and
faculty practices were based.
Compensation expense per resi-
dent included the salary and bene-
fits for the resident, and apportioned
compensation expenses for faculty
teaching and administration and
program staff support. For all pro-
grams, this expense comprised the
majority (median=82.8%) of the over-
all budget of the residency program,
not including the operations of the
clinics and hospitals where the resi-
dents train. This expense increased
59.5% between 2006 and 2016.
Overall expenses increased 70.4%
during this period, reflecting addi-
tional increased costs for other in-
frastructure supports.

Revenues (Table 2)

CMS Direct Graduate Medical Ed-
ucation (DGME) revenue per resi-
dent increased by 15.7% over the
period 2006 to 2016 for those pro-
grams receiving these monies. Of
note, three programs in the Network
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Table 1: Expenses per Year per Family Medicine Resident Among Study Programs (N=18), 2006-2016 (Median Values)

Change 2006
2006 2008 2010 2012 2014 2016 to 2016
Compensation
expense/resident $172,756 | $202,822 $252,459 $267,931 $243,827 $275,622 | 59.5%
Expense/resident $189,409 | $242,985 $332,181 $331,083 $330,137 $322,786 70.4%

Table 2: Revenues per Year per Family Medicine Resident Among Study Programs (N=18), 2006-2016 (Median Values)

Change 2006
2006 2008 2010 2012 2014 2016 to 2016
CMS GME revenues per
resident (both DGME and IME) $126,972 $121,808 | $127,148 | $134,375 | $140,619 $146,863 | 15.7%
Total revenue/resident $220,768 $246,306 | $296,402 | $320,483 | $291,628 $319,190 | 44.5%
Percent total revenue from
federal/state GME sources 48.6% 53.1% 48.2% 41.2% 40.3% 44.0%

CMS: Centers for Medicare and Medicaid Services

DGME: Direct graduate medical education funding

IME: Indirect graduate medical education funding

GME: Graduate medical education funding

have historically received minimal or
no money from CMS DGME sources
since the establishment of caps on
the number of residents who could
receive DGME funding in 1996.1°

Medicaid GME revenues were re-
ported to have been paid to hospi-
tals where residents are training in
three of the five states in which the
Network programs are based; one
state (Wyoming) has never fund-
ed Medicaid GME, and one state
(Alaska) had recently stopped this
funding.!! However, few programs
were able to discover what the ac-
tual Medicaid GME payment was to
their institution (only 5 of 16 pro-
grams that should be receiving this
reported an amount), and none re-
ported that these payments were di-
rectly part of their program’s budget.
These revenues were not included in
this analysis.

Clinical revenues, which comprise
on average 39.3% of total program
revenues, continue to be based on
fee-for-service volumes for the ma-
jority of Network programs. The pen-
etration of managed care remains
limited, and reimbursements relat-
ed to advanced practice models and
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quality measures was still limited
at the time of the most recent sur-
vey. The median payer mix for Medi-
care and Medicaid patients for these
programs was 63% of visits, a recent
increase from a prior stable value
of 57%. Practices in the Network
based in federally qualified health
centers, compared to those residen-
cy practices that were in traditional
fee-for-service clinics, received a me-
dian reimbursement per clinic visit
that was 30.6% higher.

State funding excluding Medic-
aid GME monies varied widely over
these years, not only between states
but within an individual state, de-
pending on state budget allocations.
Overall state funding contributed a
median of 5.1% of total program rev-
enues.

Overall, total revenue per resi-
dent, including clinical revenues,
state funding, and any other revenue
stream, increased 44.5% from 2006
to 2016. The percent of total reve-
nue from federal and state sources
decreased slightly from 2006 but re-
mained stable over the most recent
years between 40.3% and 44.0%.

Cost per Resident (Table 3)
The median cost per resident, in-
cluding both Medicare and Medicaid
GME revenues, came close to break-
even throughout these years, but
with wide variability both between
programs, and within the same pro-
gram from year to year. Ultimately,
programs must come close to break-
ing even for ongoing support of the
programs, as the sponsoring institu-
tions are mandated by the ACGME
to assure that programs will have
the resources they need to operate
and adequately train residents.?
However, the median cost per resi-
dent among these programs, exclud-
ing federal GME funds, is currently
$179,353. This amount has increased
over the 12 years by 93.7%, reflect-
ing the increasing cost relative to pa-
tient and other non-GME revenues
of residency training in primary care
and specifically family medicine.

Discussion

Understanding the financing of resi-
dency programs is essential to policy
decision-making at all levels: feder-
al, state, and local. Although there is
significant variability in individual
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Table 3: Cost (Revenues Minus Expenses) per Year per Family Medicine Resident Among Study
Programs (N=18), 2006-2016 (Median Values; Values in Parentheses are Negative Values)

Change 2006
2006 2008 2010 2012 2014 2016 t0 2016
Cost/resident $23,297 $2,887 ($7,917) | $3,425 ($8,070) ($2,861)
Cost/resident excluding
foderal GME funds ($92,614) ($169,799) | ($239,786) | ($151,457) | ($151,952) | ($179,353) | 93.7%

GME: Graduate medical education funding

program expenses and revenues and
different program sizes and struc-
tures among these programs, the
standardized methodology and bi-
ennial tracking of the same group
of programs over 12 years suggests
significant trends that have appli-
cability to broad policy discussions.
The current analysis underscores
many concepts that are key to un-
derstanding why expenses relative to
revenues may vary greatly between
program structures, and the impor-
tance of identifying stable revenue
streams, including the critical need
for ongoing state and federal fund-
ing for training.

The median expense relative to
revenues generated locally by the
program itself, excluding payments
by federal GME funding streams, is
$179,353 per resident per year. This
is 13.8% higher than the $157,602
recently reported for residencies in
the HRSA THC program, and 23.6%
higher than the $144,999 reported
for existing THC programs that had
expanded.* There are several expla-
nations for this difference. First,
most of the THC programs are based
in federally qualified ealth centers
(FQHC) that get enhanced patient
care reimbursements for Medicare
and Medicaid patients, whereas most
of the residency practices in this
study see similar populations, but
only a few are designated FQHCs
that receive these enhanced reim-
bursements. Second, many of the
THC programs are accredited by
the American Osteopathic Associa-
tion (AOA) and not by the ACGME.
Our experience in collaborating with
AOA programs in the Washington,
Wyoming, Alaska, Montana, and
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Idaho region has shown that the ex-
penses of AOA family medicine pro-
grams have been notably less than
those of ACGME programs because
of fewer faculty, administrative, and
facility requirements. Third, the THC
analysis looked primarily at new or
expanding programs rather than
the “steady state” of established pro-
grams, and those costs have signifi-
cant differences. However, the article
focusing on the cost per resident in
a THC program came to the same
conclusion that we do: ultimately, the
cost of residency training, particular-
ly in primary care specialties with
large outpatient overhead costs and
limited patient care revenues, must
be supported by federal GME expen-
ditures, whether through Medicare
GME, Medicaid GME, HRSA/THC,
or other large funding sources to en-
sure the future of developing prima-
ry care workforce in the future.

Expense per resident has less
variability across Network programs
than revenue per resident, empha-
sizing the importance of identifying
adequate revenue sources that are
stable over time. This includes both
appropriate patient care revenues
for primary care services provided,
as well as state and federal funding
sources.

Among the study programs, fed-
eral and state revenue streams vary
widely and have a major impact; pro-
grams with less federal and state
funding streams are less financial-
ly viable, and subsequently struggle
more with program resource alloca-
tion and faculty recruitment and
retention. Importantly, the establish-
ment of the original resident caps
for CMS DGME and IME payments

in 1996 codified imbalances in pay-
ments among programs depending
upon their insights into quantifying
the expenses of residency training
at that time; these historical imbal-
ances magnify over time as inflation
percentage increases have occurred.

Many states and communities
are considering starting new resi-
dency training programs as a way
to address the current or impending
physician workforce shortage. The
data reported here is for mature pro-
grams that have all 3 years of family
medicine residents in place, as it is
at this point of maturity—when resi-
dent productivity is highest and the
full amount of CMS GME funding is
in place—that the long-term viabili-
ty of programs is determined. Short-
term residency funding and grants
can help with program start-up ex-
penses, but tend to underestimate
the ability of programs to remain fi-
nancially stable over the long-term.
In considering short-term solutions
it is important to acknowledge the
long life cycle of a class of residents,
with 1 year of recruitment, followed
by a number of years of training
(three for family medicine, longer for
psychiatry and surgical programs).
This long start-up period for new
programs does raise the question
about the possibility of expanding
existing programs when possible as
a less expensive and faster method
of increasing workforce?®.

There are limitations to the gen-
eralizability of this specific data set.
All of these programs are located
in the Pacific Northwest. There are
known regional variations in many
elements of program finances: CMS
GME revenues, particularly the
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per resident amount; state Medic-
aid financing of GME, where some
states make significant contribu-
tions and others make none; and
payments for patient care services,
including baseline payment rates, re-
gional insurance carrier rates, Med-
icaid and Medicare payment rates,
payer mix, the penetration of man-
aged care plans, the presence of ad-
vanced practice models, and others.
There are known variations within
the Network programs that can af-
fect program finances as well, includ-
ing where programs have expanded
over their CMS cap, which would
decrease the CMS revenue per resi-
dent. However, the underlying ex-
pense categories and requirements,
and the revenue streams available
and their variation over time, re-
flect universal factors that apply to
all primary care training programs.

Conclusion

Current University of Washington
Family Medicine Residency Net-
work benchmarking data suggests
a cost per resident per year, exclud-
ing federal and state GME funding
streams, of about $180,000. This
amount is significantly more than
that noted by the recent paper spe-
cific to THC program funding.* This
excess expense compared to reve-
nue must be met by other agencies,
whether from CMS, HRSA, state ex-
penditures, or direct local hospital
support, through stable long-term
commitments to these funding mech-
anisms to ensure program viability
for these essential family medicine
programs in the future.
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