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Graduate Medical Education Financing:
Sustaining Medical Education in Rural Places

Key Points

Rural Training Track (RTT) graduate medical education
(GME) programs have shown success at preparing family
physicians for rural practice, but financial difficulties

have contributed to program closures. RTT directors and
administrators across the U.S. were surveyed to understand
their finances, including funding sources and expenditures.
Key findings included:

m Many RTT program administrators lack important
knowledge of their programs’ finances. Although more
than four fifths of rural residency program or site directors
had access to a detailed budget, a substantial minority

of respondents did not know general information about
common sources of funding or expenditures. For example,
more than a third did not know the percentage of full-time
equivalent (FTE) effort for which rural program directors
received paid compensation, and many did not know how
much time staff and faculty spent volunteering to support
the program.

m Many RTT programs carry greater financial responsibility
for program deficits than their urban program sponsors.
More than a third of rural sites reported greater
responsibility for program deficits than their urban

Background

The “1-2” model of Rural Training Track (RTT) residency
programs in family medicine has demonstrated success in
educating physicians who are prepared and motivated to
provide care for rural populations.!* Resident physicians
in a 1-2 RTT program typically spend at least two of three
years training in a rural location that is separate from and
more rural than the larger residency program with which

it is affiliated.* Family medicine residency programs in
general have long faced challenges to their sustainability as
evidenced by a quickening of program closures in the early
2000s’ and a decline in RTT programs from 35 in 2000

to just 25 in 2010,' though numbers have grown in recent
years. Financial difficulties have contributed significantly
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program sponsors, and one fifth reported equally shared
responsibility.

m RTT programs reported dependence on numerous
sources of in-kind contributions. Nearly two thirds of
programs relied on in-kind administrative support. Nearly a
third of programs reported more than 1.0 FTE of volunteer
faculty time.

m The level of financial support for program administration
varied greatly. About two thirds of rural program directors
were paid more than 0.20 FTE for administration, while
some received little compensation for administrative
services.

m Complex and unstable funding arrangements, along

with difficulty accessing important financial information,
pose a challenge to the long-term viability of some

family medicine RTT residency programs. In a changing
healthcare environment with an increasing emphasis on
value, a full accounting of costs and benefits is essential for
demonstrating program value to sponsoring institutions and
communities served.

to these closures.’ Unfortunately, GME financial data are
frequently proprietary, funding models and relationships

are diverse and complex, and costs and liabilities can be
difficult to quantify. For these reasons, obtaining a clear
picture of how graduate medical education (GME) programs
are financed has often proven to be a perplexing task, yet
such understanding is necessary for long-term viability.®

This study used financial information collected from RTTs
to understand their sources of revenue, select program
expenses, and the financial relationships between rural
program sites and urban program sponsors. Program
administrators and directors for all 37 RTTs known to be
operating in December 2014 were sent an online survey
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Exhibit 1. Sources of funding for RTT programs (most recently completed fiscal year)
as reported by RTT program administrators*

Received direct or indirect
GME funds?

Source

Medicare

State grants or other funding

Received 20% or more of
revenue from this source?

Medicaid

Teaching Health Center GME

Private philanthropy

CHAMPVAZ / TRICARE

HRSA+ Children’s Hospitals GME

Service contracts

Local tax district or special tax support

Other non-governmental support not listed
elsewhere

Other: PCRES§

*One program did not respond; n = 20.
1 Civilian Health and Medical Program of the Veteran’s Health Administration
1 Health Resources and Services Administration

§ Primary Care Residency Expansion, a HRSA program to increase the number of primary care physicians'™

\_
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with telephone and email follow-up of non-respondents. The
findings reported here represent data on 21 RTTs (57%).

Findings

The Sponsor-RTT Relationship

Nearly half of responding programs (9) were sponsored
by academic medical centers, followed by Federally
Qualified Health Centers (5), and other institutions such as
teaching hospitals (5).%

More than four out of five programs (81%) reported
that sponsors shared a detailed budget with the rural site
director or rurally located program director. This study
did not explore how much input the rural director had in
constructing the budget.

Twenty percent of programs reported that financial
responsibility for program deficits was equally shared
between urban sponsors and rural sites. Forty percent

reported that urban programs had more responsibility, and
35% reported that the rural site had more responsibility.’

GME Funding

* For nearly every funding source, several respondents

reported not knowing whether the program received that
type of funding, whether the source was at least 20%

of revenue, or both (Exhibit 1). For example, 20% of
respondents did not know if their programs received state
funding and 35% did not know if it equaled at least 20%
of revenue.

The most common direct or indirect GME funding sources
reported were Medicare (80% of programs), state funding
(40%), Medicaid (40%), Teaching Health Center funding
(25%), and private philanthropy (20%). The first four
were also the most common sources reported to constitute
20% or more of program revenue.
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In-kind Support

* Most programs reported receiving several types of in-kind
support that would significantly impact the program if it
went away (Exhibit 2), including administrative support
(65%), library or online reference access (60%), and
volunteer physician or non-physician faculty members
contributing a combined total of more than 200 hours
(55%). Nearly half of programs reported receiving
significant office or conference room space (45%), while
10% reported no in-kind support that would have a
significant impact if it went away."!

Program Expenditures and Effort

The survey queried programs about several measures of
program costs and effort, including physician recruitment
expenses, program director remuneration and paid effort,
and volunteer administrative and faculty effort:

* Entities (including hospitals, practices, or others) in
the rural communities of 4 programs (19%) reportedly
spent more than $100,000 in the most recent fiscal year
on physician recruitment, that is, for providers in the
community who may teach residents. Nearly half (48%) of
programs reported community expenditures on physician
recruitment of $50,000 or less; a third did not know
the amount.

* 37% of respondents reported that rural program or site
directors received more than $30,000 in the most recent
fiscal year for administrative services, 21% received an
amount up to $30,000, and 11% reported no remuneration.
Nearly a third (32%) of respondents did not know.

-

Exhibit 2. In-kind support reported by RTT
programs that would significantly impact
programs if it went away*

Administrative support

Library/online reference access

More than 200 hours volunteer
faculty time

Office/conference room space

*One program did not respond; n = 20*
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Exhibit 3. Total FTEs volunteered in support of
RTT programs*

B Administrative staff Faculty

19% 19%

5% 5%

0.0-50 FTE  0.51-1.00 FTE 1.01-5.00 FTEs >5.00 FTEs

Percentage of programs reporting FTEs* volunteered

Don’t know

* Full-time equivalent effort in most recently completed fiscal year

\_ J

* About two thirds (67%) of respondents reported that
rural program or site directors were paid more than a
0.20 full-time equivalent (FTE) level of effort for program
administrative duties in the most recent fiscal year, 48%
of whom received more than 0.30 FTE. 38% were paid
from 0.11 to 0.30 FTE, and 10% from 0 to 0.10 FTE (one
respondent did not know).!?

* While nearly a fifth (19%) of programs did not know how
much time administrative staff or faculty (physician or
non-physician) volunteered in support of the program
(Exhibit 3), most (52%) reported half an FTE or less
for administrative staff and 38% reported 0.5 FTE or less
for faculty. Nevertheless, 3 programs (14%)
reported more than 5 FTEs of volunteer faculty time, and 3
programs (14%) reported from 0.51 to 1 FTE volunteer
time contributed by administrative staff.

Limitations

This study has some limitations. We did not have a way to
assess how representative the 21 responding programs were
of the entire sample of 37 programs. The survey relied on
individual perceptions that are subject to potential bias or
inaccuracy.

Implications

Despite the fact that a large majority of RTT family
medicine residency programs reported having access to a
detailed budget, a substantial minority of survey respondents
did not know important information about the type and
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magnitude of critical funding sources, expenditures,

and personnel contributions. In most cases, respondents
selecting “don’t know” for financial items on the survey
did report having detailed budget access. Possible reasons
for non-reporting include that the responses to financial
questions were not provided by a program director or
appropriate administrator with the required knowledge or
that the information was not easily accessible, complete,
or understood, such that the survey questions were an
undue burden on the respondent. Though we were not
able to observe the survey-taking process directly, we
learned from communication with several respondents that
program directors who assisted in providing the requested
information found that financial questions were the most
difficult to answer. Some program directors did not know
the answers.

If RTT programs, and family medicine residencies more
generally, are unable to retrieve information on funding
and contributed level of effort easily, they may find it
challenging to address threats to financial viability."

This lack of knowledge may be a risk for the program as

it is contrary to the advice of closed residency program
directors to “keep comprehensive records of the program’s
financial contributions to the host institution” and “keep the
leadership apprised of the program’s financial contributions
and community importance.” A full accounting of costs
and benefits is essential for demonstrating value both to
sponsoring institutions and communities served.'* !

Potential resource vulnerabilities included the dependence of
some programs on several sources of in-kind contributions,
low compensation for program directors’ administrative
time, and reliance on staff and faculty to volunteer
significant amounts of time. Twenty percent of RTT
programs reported depending on the Teaching Health Center
(THC) GME program, a part of the Patient Protection and
Affordable Care Act,'® for at least 20% of their funding.
THC funding has recently been reauthorized through 2017
for existing residency positions, but at a substantially
reduced amount, approximately 50% of previous levels.!”
Additionally, participation in THC GME, Primary Care
Residency Expansion, or other programs when initiating a
new program can in some circumstances make traditional
GME reimbursement from Medicare sources unavailable in

perpetuity.

This exploration of basic financial characteristics of RTT
programs suggests that understanding GME financing
may be challenging not only from the outside but also to
those operating residency programs. RTT programs could
therefore benefit from technical assistance to increase
knowledge of residency finance, help guide programs
through self-assessment, clarify rules and examples of

applied GME funding, and share best practices and industry
standards of residency financing, including administrative
time and community faculty compensation for teaching
residents.

In addition, these programs and others in primary care
GME could benefit from a simplification of GME finance.
The Institute of Medicine offers one such proposal, but
those recommendations have not been implemented.'®
Direct funding of residency programs that largely function
in outpatient settings could offer greater transparency

and accountability in general, reduce the administrative
burden (and therefore cost) of reporting and claiming these
funds, and place program directors in a position of greater
responsibility for and control of how these funds are spent.
Greater transparency in GME finances could help residency
program directors and administrators better respond to the
constantly changing funding environment, offering hope for
sustaining RTTs and other medical education programs in
rural places.
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