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BACKGROUND AND OBJECTIVES: Graduate medical education (GME) deter-
mines the composition and distribution of the physician workforce in the United
States. Federal and state governments heavily subsidize GME but in most cases
do not tie subsidies to national or state physician workforce goals. As a result,
GME sponsoring institutions (eg, teaching hospitals, schools of medicine, fed-
erally qualified health centers) decide how many and what type of physicians
to train. The objective of this study was to better understand the factors that
influence decision-making by sponsoring institutions.

METHODS: Between May and December 2018, we interviewed 35 national or
state GME policy leaders and an additional 26 GME leaders from a purposive
sample of four sponsoring institutions. We analyzed interviews following a con-
ventional content analysis approach to identify emergent themes.

RESULTS: When considering investing in GME, we found that sponsoring in-
stitutions do not consider national or statewide workforce recommendations.
Instead, they weigh multiple factors of concern to their institution, including pub-
lic GME subsidies, market competition, potential clinical revenues, academic
stature, local workforce demands, as well as their own organization’s mission/
culture, staffing, financial reserves, educational leadership, teaching resources,
and size.

CONCLUSIONS: Unless and until the incentives for sponsoring institutions are
strongly aligned with national and state physician workforce priorities based
on public need, progress on creating a more balanced physician workforce will
not occur.
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raduate medical education
G (GME) determines the num-

ber, specialty, and geograph-
ic distribution of physicians in the
United States. GME is heavily sub-
sidized by public funding, with an
estimated $16 billion coming from
federal sources in 2015.! Despite rec-
ommendations from several commis-
sions and organizations over the
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past several decades?® the largest
federal funding source, the Centers
for Medicare and Medicaid Servic-
es (CMS), has never adopted an ex-
plicit national physician workforce
plan to guide its funding of GME.”
With no clear link between federal
physician workforce policy and fed-
eral funding of GME, decisions re-
garding which physicians to train

and where to train them are left to
individual sponsoring institutions.®
This devolution of planning to spon-
soring institutions has contributed to
a physician workforce in the United
States that is concentrated in urban
areas and skewed toward specialists
at the expense of an adequate num-
ber of primary care physicians and
psychiatrists.® Yet no studies have
systematically investigated the per-
spectives of decision-makers at spon-
soring institutions about the factors
that influence their decisions around
GME. To better understand those
factors, we conducted a qualitative
study that involved key informant
interviews with GME policy experts
and GME leaders at sponsoring in-
stitutions.

Methods

Study Design and Participants
Between May and December 2018,
we interviewed 35 national GME
policy experts or state GME policy
leaders and an additional 26 lead-
ers from a purposive sample of four
sponsoring institutions. The four
sponsoring institutions were based
in California, but were chosen to be
representative of the diverse types
of sponsoring institutions that ex-
ist across the United States. They
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included a large university-based ur-
ban academic health center, a large
community-based integrated deliv-
ery system, a small for-profit com-
munity hospital consortium, and a
small rural community clinic-based
teaching health center. Informants
interviewed had an in-depth under-
standing of institutional decision-
making around GME and included
leaders with titles such as GME des-
ignated institutional officer (DIO),
residency program director, and hos-
pital CEO. Consistent with federal
guidelines, University of California,
San Francisco does not require in-
stitutional review board review for
research on organizations involving
gathering of information from orga-
nizational officials.

Data Collection

For each interview, we used a uni-
form semistructured interview and
discussion guide tailored to the in-
dividual and/or organization, cover-
ing topics such as the institution’s
mission, sources of GME funding,
GME affiliations, challenges and

benefits of serving as a GME spon-
soring institution, and decision-mak-
ing around expanding or contracting
GME programs. We conducted most
interviews in person, and some by
telephone. Most interviews were re-
corded and transcribed to supple-
ment detailed interviewer notes.
Interviews lasted 45-60 minutes.

Data Analysis

We analyzed interviews following
a conventional content analysis ap-
proach to identify emergent themes.
Early transcripts were coded inde-
pendently without the use of qualita-
tive software. Subsequently, authors
D.R. and A.A. met regularly to reach
consensus on topics, identify discrep-
ancies, refine concepts, and develop
emerging themes. Quotes provided
exemplify these themes.

Results

Eleven themes emerged as factors
that influence decision making by in-
dividual sponsoring institutions (Fig-
ure 1). We detail each of these factors

in the following sections, and provide
exemplar quotes for each.

Public GME Subsidies

Medicare GME payments account for
the vast majority of public spending
on GME and provide an important
source of revenue for teaching hospi-
tals. Payments to teaching hospitals
are not based on the actual costs of
administering GME programs, but
instead on formulae developed in the
1980s that result in relatively high
per-resident payments, creating a
strong incentive to remain engaged
in GME. However, Medicare capped
the number of residents eligible for
reimbursement, disincentivizing pro-
gram growth. Hospitals can spend
Medicare GME subsidies in any way
they choose because CMS does not
require that they spend the monies
on GME. In addition, hospitals may
use the funds to train residents and
fellows in any specialty they choose.

All dollars are green. So the health
system gets that [X] million or
whatever it is, and it goes into the

Figure 1: Decision-VMaking by GIMIE-Sponsoring Institutions Focuses on Many
Factors Other Than National and Regional Workforce Needs
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revenue bucket and it’s not any dif-
ferent to them... It’s just another
part of their revenue flow. —Desig-
nated Institutional Official #1

Medicaid is a federal-state pro-
gram that provides the second larg-
est financial contribution to GME in
teaching hospitals. Lack of federal
guidance for Medicaid GME fund-
ing allows policies to differ in every
state. Some states pay for hospital-
based GME in a system of payments
similar to Medicare; other states
are introducing innovations to in-
crease accountability and transpar-
ency. The federal Health Resources
and Services Administration’s (HR-
SA’s) Teaching Health Center (THC)
and Children’s Hospital programs
are relatively small sources of GME
funding, but for some sponsoring in-
stitutions (eg, FQHCs and children’s
hospitals) these may be the only fed-
eral GME subsidies for which they
are eligible. HRSA funding is award-
ed to hospitals in the form of grants
that are time-limited—an unstable
source of funding that leaves GME
programs at risk of contracting or
closing when grants shrink or dis-
appear.

The fact is we’re going to have to
go up or down [in number of resi-
dents] based on that extra funding
because we're not assured it’s go-
ing to come, and I can’t afford to
fund a family medicine residency
out of operations. —Administrator
#1, Teaching Hospital

Compared to Medicare GME pay-
ments, the THC program and some
state government GME funding pro-
grams are more proscriptive in fund-
ing trainees in specialties deemed to
be in shortage, such as primary care
and psychiatry, and prioritizing fund-
ing of residencies preparing trainees
for practice in underserved commu-
nities. The US Department of Veter-
ans Affairs (VA) invests substantially
in GME across the country, typically
in partnership with non-VA sponsor-
ing institutions. The VA has targeted
funding for growth in GME to spe-
cialties and locations in short supply.
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Market Competition

Some sponsoring institutions are mo-
tivated to increase their competitive
edge in the health care marketplace
by engaging in GME, while others
are reluctant to engage in GME in
markets where a similar GME pro-
gram already exists. Large health
systems will carefully consider com-
petition in each local market when
deciding to establish or expand a
GME program in that communi-
ty. Furthermore, doctors who finish
training then choose to work for a
competitor are sometimes viewed
negatively, even if they are boosting
the overall number of needed physi-
cians in the community.

Yeah, in family medicine we need
more residents, but 'm not going to
pay to train residents for [competi-
tors]. I mean, if they’re not going to
stay [at our institution], in reality,
would just as soon shrink the pro-
gram by half. —Administrator #1,
Teaching Hospital

Potential Clinical Revenue
Whether or not residents and fel-
lows are able to generate enough
clinical revenues to offset the en-
tire cost of their training remains
a topic of much debate. Revenues
vary substantially by specialty, with
procedure-based specialties such as
orthopedics and dermatology, gener-
ating more clinical income relative to
lesser-compensated specialties such
as family medicine and psychiatry.
The perception of some specialties
as revenue-generators and others as
cost-centers can influence which pro-
grams are offered.

And so the value of the orthopedic
program is that it’s lucrative for the
hospital. ...it’s just the derivative
benefit of all that hospital surgical
care. —Designated Institutional Of-
ficial #2

Academic Stature

For large academic health centers
(AHCs), prestige among peer in-
stitutions is important. As tertia-
ry and quaternary referral centers,
AHCs tend to focus on training
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subspecialists and fellows. Despite
high demand for family medicine
and psychiatry physicians in the
community, an AHC might constrain
the number of residency positions in
order to accept only the most com-
petitive applicants, choosing instead
to invest institutional dollars in
training physicians in a new field of
medicine or an emerging subspecial-
ty to improve their academic stature.

Academic stature works slight-
ly differently for smaller, commu-
nity-based sponsoring institutions.
Simply advertising that they have
a GME program can improve their
status and reputation within the
community since popular opinion is
that teaching hospitals often have
the latest cutting-edge technology,
research, treatments, better doctors,
and better outcomes.

We've gotten more and more pub-
licity and prominence over the
last few years around what we do.
—Program Director

Local Workforce Demand
Meeting workforce demand, both
within the institution and within
the local community provides an im-
portant incentive for engagement in
GME. GME programs boost recruit-
ment and retention of high caliber
faculty physicians, and produce grad-
uates willing to stay and practice at
the institution and in the local com-
munity.

Our strongest objective is to train
quality physicians... for retention
purposes. —Board Member, Teach-
ing Health Center

Mission and Culture

Some institutions are highly mo-
tivated to engage in, and expand,
GME because education is a core
part of their mission and culture. For
example, other organizations might
place a higher priority on patient ac-
cess, patient throughput, or physi-
cian productivity.

Our [FQHC] mission is patient
care, output volume, expanding ser-
vices. The mission of residency is
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actually not directly patient care.....
[Residents’] productivity is lower;
their need to be in various places
besides the clinic is higher. And so
the educational mission and the
FQHC mission sometimes don’t
happily coexist. —Designated In-
stitutional Official #2

Staffing

Sponsoring institutions engaged
in GME often depend on residents
and fellows to staff their hospitals
and clinics. Faculty physicians ex-
pect trainees to work long hours,
including evenings, weekends, and
on-call hours, and depend on train-
ees to handle many of the first-line
patient care responsibilities, there-
by offloading the work of the faculty.

As a resident, they can work... up
to 80 hours a week. And their sala-
ry is not that much at all. I mean, I
think we did a calculation one time.
For the amount of hours they tru-
ly work and what they make, they
make barely over minimum wage
... And so you can choose to have
a training program and pay for all
those people, or you can hire a phy-
sician, a nurse practitioner... which
is going to cost your hospital a lot
more. —Designated Institutional
Official #3

Financial Reserves

Starting a new GME program, or ex-
panding an existing program beyond
its Medicare cap, can be challenging,
as funding is typically not covered
by public subsidies. Some sponsor-
ing institutions have substantial fi-
nancial reserves that they can use to
pay for start-up or expansion costs.
For instance, nonprofit hospitals can
expend community benefit dollars on
GME. Other institutions rely almost
completely on outside funding.

That’s just a critical factor that is
really difficult for foundations, or
I think even HRSA, the manage-
ment of [the residency] or project
managers to understand: that gear-
ing up time. It’s $100,000 worth of
work that has to be done before you
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can even get started with putting
together your program. —Admin-
istrator #1, Teaching Health Center

Educational Leadership

Any new sponsoring institution
needs an educational champion to
help overcome the many challeng-
es during the startup period and ac-
creditation process. This person may
or may not serve as the required des-
ignated institutional officer (DIO)
who oversees and is ultimately re-
sponsible for all aspects of GME.

It’s a combination of strong interest
by, say, the department and may-
be a few leaders who really have a
passion around GME.... Sometimes
it just takes a person with a lot of
passion and energy to make it hap-
pen. —Administrator #2, Teaching
Hospital

Also required are program direc-
tors with sufficient training and ded-
icated paid time to administer each
individual GME specialty program
at the sponsoring institution, and
faculty clinicians. Some clinicians
do not want to serve as faculty be-
cause teaching can have a negative
impact on personal income (from less
clinical revenue) and result in lon-
ger hours. Others view teaching as
a benefit that enhances job satisfac-
tion and reduces burnout by adding
diversity to their workday.

Teaching Resources

Institutions need sufficient resources
to start or sustain a teaching pro-
gram, including an adequate supply
of patients with the appropriate va-
riety and severity of illnesses and in-
juries. Some specialties require the
presence of another accredited GME
program. Core infrastructure must
also be in place, from support per-
sonnel, such as the program coordi-
nator, to specialty equipment, such
as simulators, to dedicated space,
such as resident call rooms and
workstations. Sometimes this means
collaborating with an outside institu-
tion, for example, a teaching health
center may partner with a hospital

to provide residents the required in-
patient experiences.

‘What does it take to get off the
ground? Money was one of them,
but it was not the limiting factor
in many cases. Many cases it’s,
‘Can you meet the ACGME require-
ments? Do you have the faculty?
Do you have the rotations? Do you
have the relationships with the hos-
pitals?” —Administrator #2, Teach-
ing Health Center

Size

The size of a sponsoring institution
can influence its capacity to engage
in GME. Because some GME in-
vestments are the same regardless
of the size of the program, and some
resources can be shared across mul-
tiple specialties, sponsoring institu-
tions can benefit—to a point—from
economies of scale. Small sponsor-
ing institutions often need to form
partnerships in the community to
establish new, or expand existing,
programs.

Even though we’re small, we still
have all of the same requirements
of a big program, so the same lev-
el of support, administrative staff.
We have to meet all of the guide-
lines. —Designated Institutional
Official #4

Discussion and Implications

Sponsoring institutions play a cen-
tral role in shaping the physician
workforce through their decisions to
engage in GME. They make these
decisions in the context of their orga-
nization and community, with little
regard for national or regional work-
force planning. They are understand-
ably concerned about staffing their
clinical services, gaining market
share, improving their reputation,
and maximizing their clinical reve-
nues. They weigh these decisions in
light of limited resources including
financial reserves, educational lead-
ership, and other teaching resources.
So how does this information add to
our thinking about GME expansion
to meet well-recognized physician
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workforce needs in terms of specialty
and geographic location? It is help-
ful to consider which of these factors
that drive GME decision-making
within sponsoring institutions can
best be influenced by state or feder-
al policy change. Market competition
is difficult to shape via regulatory
policies. The wide variation in clin-
ical revenues and prestige across
specialties is deeply rooted; policy
changes needed to affect change in
those factors are beyond the scope of
this study. Medicare and other GME
subsidies are perhaps the most ef-
fective policy levers for GME expan-
sion in areas of greatest need. A very
small proportion of the $16 billion
in federal GME funding is tied to
national physician workforce goals.
The National Academy of Medicine
has called for an overhaul of federal
GME funding that would tie Medi-
care and other federal GME sub-
sidies to national workforce goals,
but the current antiquated system
is set in statute, and major change
has proven difficult due to lack of
consensus among stakeholders. Until
meaningful change occurs, strategies
for GME expansion need to function
within the limitations of the current
Medicare rules and, where possible,
incorporate measures of outcomes
and accountability.

Medicare GME Subsidies as a
Lever for GME Expansion

One way of expanding GME consis-
tent with workforce goals under the
current Medicare rules is to estab-
lish new GME programs in hospi-
tals that have never had a teaching
program (also called Medicare GME-
naive hospitals) and are therefore
eligible for new Medicare GME
funding. For example, the State of
Georgia provided start-up funding
to incentivize Medicare GME-naive
hospitals to begin teaching programs
in key specialties. By 2025 this state
program is projected to have result-
ed in the opening of 27 programs in
eight new teaching hospitals with
613 new residency positions. As part
of the funding guidelines, the state
was able to stipulate the types of
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residency programs allowed, result-
ing in new programs in specialties
of physician shortages.!!* For spon-
soring institutions in Georgia, the
influx of new Medicare GME subsi-
dies served as a strong incentive to
launch GME programs.

Medicaid GME Subsidies as a
Lever for GME Expansion

Many states are experimenting
with using Medicaid GME subsi-
dies as a lever for workforce plan-
ning. New Mexico provides one
innovative example. Through their
Medicaid program, New Mexico suc-
cessfully financed the New Mexico
Primary Care Training Consortium
in 2013, subsequently approving
and reallocating funding for prima-
ry care GME. One key aspect of the
program was that it allowed Med-
icaid payments to provide for resi-
dency training at FQHCs, including
the development of new residency
programs and expansion of existing
ones.™

Although most states recognize
that explicit Medicaid GME sub-
sidies with increased accountabili-
ty can be an important policy lever
to advance specific workforce goals,
progress in this area varies substan-
tially between states; because each
state Medicaid GME program has
its own history and politics, it can
be difficult to replicate or model in-
novations from one state to another.

Veterans Affairs (VA) Funding as
a Lever for GME Expansion
Although the VA has radically re-
duced its role as a sponsoring in-
stitution, VA medical centers have
access to considerable funds to im-
plement GME in partnership with
other sponsoring institutions. The
workforce goals of the VA typical-
ly overlap with those of the United
States, emphasizing, for example,
primary care, geriatrics, and psy-
chiatry.

State Subsidies as a Lever for
GME Expansion

States can prioritize GME that
aligns with workforce goals through
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state funding sources, such as to-
bacco taxes, insurer and/or provid-
er assessments, and general funds.
These funds can sometimes be used
to draw down additional federal dol-
lars through the Medicaid program,
or they can be used to fund GME
programs directly. As an example,
Texas has made a large investment
in expanding its GME programs, ap-
propriating roughly $183 million in
fiscal year 2018-2019 from its gen-
eral fund (and another $21.8 mil-
lion from its endowment fund, the
GME Permanent Fund) to support
residencies and GME expansion pro-
grams. Through state involvement,
Texas has reached its goal of a 1.1
to 1 ratio of first-year residency po-
sitions to medical school graduates,
successfully promoting growth in un-
derrepresented specialties and geo-
graphic areas. Similarly, California
directly funds its Song-Brown Pro-
gram to support primary care GME,
particularly in underserved areas,
and has recently begun to use tobac-
co tax funds to expand primary care
and emergency medicine GME.

Accountability

Sponsoring institutions understand-
ably make GME decisions with little
consideration of national or regional
workforce needs, but rather in align-
ment with their organizational pri-
orities. If public funds are used as
a policy lever to expand GME in
shortage specialties and locations,
accountability is key. Outcomes met-
rics should not be limited to fiscal
accountability and quality of train-
ing, but should also include work-
force outcomes such as physician
race, ethnicity, language, specialty,
and location of practice. Unless and
until the incentives for sponsoring
institutions are strongly aligned with
national and state physician work-
force priorities based on public need,
the prerogatives of individual spon-
soring institutions will continue to
eclipse public planning in shaping
the nation’s physician workforce.
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*Footnote:

A sponsoring institution is an orga-
nization that assumes the ultimate
financial and academic responsibil-
ity for GME. Sponsoring institu-
tions may include teaching hospitals,
schools of medicine, Federally Qual-
ified Health Centers (FQHCs), and
other types of organizations accred-
ited by the Accreditation Council for
Graduate Medical Education (ACG-
ME). There were approximately 830
sponsoring institutions in the U.S.
in 2018.
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