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ompared to individuals living in urban

locations, those in rural areas experience

worse health outcomes."* A key contributor
to rural-urban disparities is the geographic maldistri-
bution of physicians. With fewer health care profes-
sionals available, clinical practice in rural communities
demands physicians with skills to care for patients
with a wide range of complex health needs.’

While many factors affect the supply and distribu-
tion of physicians, graduate medical education
(GME) funding is a major determining factor.*®
According to the Congressional Research Service,
“the size of the federal investment in GME—
estimated at $16 billion in 2015—makes it a policy
lever often considered to alter the health care
workforce and impact health care access.”” Unfortu-
nately, the current distribution of GME funds do not
align with rural workforce needs. Estimates suggest
that almost all (99%) of Medicare spending for GME
training goes to programs in urban areas.’

Studies have also shown that physicians often
practice within 100 miles of where they completed
residency and that training residents where they are
needed in practice is one promising strategy to
increase the supply of rural physicians.*®’

Recognizing the rural health crisis and the role that
GME investments play in building workforce capac-
ity, Congress appropriated funding for a new Rural
Residency Planning and Development Program
(RRPD) under the Health Resources and Services
Administration (HRSA).>” In 2019 and 2020, HRSA
awarded approximately $28 million in grants to 38
organizations across 25 states to start rural residency
programs in needed specialties, including family
medicine, general internal medicine, and general
psychiatry.!%!!
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Despite these investments, rural communities still
face significant barriers in developing and sustaining
residency programs. This article identifies these
barriers and proposes potential solutions. These
solutions require action by multiple stakeholders—
some are regulatory fixes, while others require
Congressional action. Given the complexity of GME
organization and financing, we have included defini-
tions of key concepts and terminology used in this
article in the online supplementary data.*'?71”

1. The Current GME Funding Model Has
Disadvantaged Rural Programs

The Centers for Medicare & Medicaid Services
(CMS) provides the majority of GME funding,
accounting for almost 90% of public funding for
residency training.” Most hospitals training residents
receive direct graduate medical education (DGME)
payments to fund Medicare’s share of the direct cost
of the approved GME program as well as indirect
medical education (IME) payments, which are
typically twice as large as DGME payments, to help
cover the significant indirect costs related to training
residents.'>'3'® Unfortunately, most rural training
programs are not reimbursed on equal footing with
urban programs despite experiencing similar, if not
higher, costs.® Sponsoring rural hospitals, often Sole
Community Hospitals, receive higher Medicare
patient care payments to account for their lower
volume of cases. To compensate for the increased
patient care payments, GME payments for these
rural hospitals are limited to DGME funding, with
IME payments going only for Medicare Advantage
patients, leaving most rural hospitals with inade-
quate IME payments to offset the indirect costs of
training residents. Furthermore, rural hospitals often
have higher rates of underinsured or uninsured and
lower ratios of Medicare volumes compared to other
payers, which reduces both DGME and IME
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payments. The result is lower reimbursement for the
costs of GME for rural hospitals compared to urban
hospitals.!”!

An alternative system for GME payment, the
Teaching Health Center (THC) program, an innova-
tive model funded by HRSA where residents train in
community health centers, has been highly effective in
producing graduates that practice in rural and
underserved locations, with 55% remaining in these
areas after graduation.”**> However, funding is
based on periodic appropriation by Congress, rather
than an entitlement.

Recommended Action

= Rural hospitals that participate in resident
training should be reimbursed by CMS the full
amount of per resident costs, currently estimated
as at least $160,000 annually.*®

= Future federal training investments should be
targeted toward programs or other innovative
place-based alternatives to traditional GME
funding that yield a high return on investment
in rural communities.>* An example would be
increased and long-term funding for the THC
program that is not dependent on Congressional
appropriations.

2. The GME “Cap” Regulations Have Limited
Growth in Rural Training

The Balanced Budget Act of 1997 limited or “capped”
the number of allopathic and osteopathic medical
residents that would be counted for purposes of
calculating Medicare IME and DGME reimburse-
ment, although exceptions were added 2 years later
for urban hospitals participating in separately accred-
ited rural training tracks (RTTs). Once an urban
hospital establishes an RTT, there is a 5-year window
allowing for growth of additional RTTs before the
urban hospital’s RTT cap is set.'*'> While this has
spurred interest in establishing new RTTs, it has
resulted in only a small increase in rural positions, in
part because of RTT cap limitations.

Another barrier encountered by many rural hospi-
tals that have accepted resident “rotators” from
outside programs seeking rural elective rotations has
been the inadvertent setting of a “zero” per resident
amount (PRA) and/or low cap.”” The PRA is part of
the calculation for determining DGME payments that
reimburse the resident’s stipend, benefits, and other
direct training costs.'> CMS has assigned a “zero”
PRA for these hospitals who did not pay the training
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costs or report them on their CMS cost reports
because they did not realize they were establishing
themselves as “teaching hospitals” by accepting
“rotators.” This issue has been partially addressed in
the Consolidated Appropriations Act of 2021, which
should allow some hospitals to reset their GME cap
and PRA if it was accidentally triggered or deliber-
ately set by a small number of resident rotators.
However, there are still outstanding concerns, includ-
ing a S-year time limit on the resetting process that
may not be a realistic timeline for many rural
hospitals. There is also a lack of clarity about the
eligibility of hospitals that have never claimed
residents on their cost reports but clearly have a
history of resident rotators.*”

While the Act creates an additional 1000 funded
Medicare GME positions (200 per year for 5 years),
which will be distributed through an application
process with no less than 10% of positions reserved
for rural training, there are caveats that limit its
impact. For example, if a hospital receives only 1
FTE, this allocation will not support the full length of
training for one resident. The Act also contains
changes that promote rural training by removing the
requirement for separate accreditation as well as
allowing an urban hospital to sponsor additional RTT
training sites at any time. However, it still maintains
the RTT cap limitation for existing rural locations,
even though they may be prime sites for rural position
expansion.”®

Recommended Action

= The caps for all rural GME positions should be
removed to allow for expansion of existing
programs and rural training in needed special-
21
ties.

= Rural hospitals potentially qualifying for a cap
reset should be allowed to qualify for that PRA
and cap reset at any time in the future, not just
within the next 5 years specified in the Consol-
idated Appropriations Act of 2021.%”

= Rural programs in needed specialties should be
prioritized when allocating federal funds for new
GME slots.?’

3. Rural Training Environments Have
Sometimes Struggled to Meet
Accreditation Standards Designed for
Urban Settings

Most GME programs are located in urban settings
with access to more specialists and rotations, greater
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hospital volumes, and more resources to subsidize
training infrastructure. Although achieving accredita-
tion is still a major hurdle, the Accreditation Council
for Graduate Medical Education (ACGME) is making
a concerted effort to recognize the unique challenges
facing rural programs by considering federal funding
language when determining accreditation standards,
introducing procedural modifications to optimize the
accreditation process, upgrading the Accreditation
Data System (ADS) to document place of training,
and assisting both specialty review committees and
sponsoring institutions to enhance learning and
clinical care in rural communities.?-3~32

Recommended Action

= The ACGME should continue to support GME
development in rural areas by emphasizing
potential areas for flexibility in meeting require-
ments in needed specialties. For example, it
should allow alternative leadership experiences
for rural program directors and faculty and
consider creative resident rotation schedules that
maximize working with the health care resources
in the rural community.>°

= CMS and the ACGME should, when possible,
align language and adapt standards with an
understanding of each other’s regulations to
prevent barriers for developing rural programs.

4, Rural Hospitals and Practices Supporting
GME Continue to Be Financially Vulnerable

Even before the COVID-19 pandemic, rural hospitals
in many states struggled to remain open, with over
130 hospitals in rural America closing since 2010.%?
The problem is most acute in states that did not
expand Medicaid, as uninsured care remains the
biggest challenge for rural hospital viability.3*3°
Although it is unclear how much funding goes to
rural hospitals, studies suggest that even in states that
utilize Medicaid funding for GME, the majority of
these dollars go to urban hospitals.***” Medicaid
funding is an attractive funding source for GME
because state spending is matched by federal invest-

ments.38

Recommended Action

= States should be encouraged to target Medicaid
funding for GME training in needed specialties in

rural communities.>*

The challenges in rural health care and rural GME
training have been exacerbated by both the health and

PERSPECTIVES
economic impacts of the COVID-19 pandemic.®”
Social isolation, deaths from opioid overdose, delayed
access to urgent care needs, and increasing homeless-
ness are all taking a larger toll on rural popula-
tions.?'** With these added pressures, there has never
been a more compelling time to address the barriers to
training physicians in rural communities to bolster the
rural physician workforce.
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