
T he budget compromise
reachedby the United States
Congress, and new Medi

care rules issued in July, will take
millions of dollars away from grad
uate medical education (GME) pro
grams in this country.

Nuclear medicine residencies
could face a decrease in the number
of available positions as Medicare
funds shrink and Congress consid
cr5 new laws to exert more control
over physician training programs.
Of threebills introducedthis year in
Congress with cost containment
measures for GME, two give pri
ority to primary care residencies.

Medicare now pays for about 30
percent of all GME programs, in
cluding direct and indirect costs.
The remaining costs are covered by
other third-partypayersand patient
charges.

Direct costs include salaries of
interns and residents and adminis
tration costs. Medicare now reim
burses these expenses as 100 per
cent â€œpass-throughâ€•costs with no
lin@it.

Freeze on direct costs

Indirect costs cover additional
patient care expenses inherent in a
teaching hospital, such as the in
creased number of diagnostic stud
ies ordered by interns and residents.
Medicare now reimburses these cx
penses as an â€œadd-onâ€•to each pay
ment of 11.59 percent, following a
formulathat is basedon the ratioof
residents to hospital beds.

The Health Care Financing Ad
ministration (HCFA), which con

trols Medicare expenditures, pub
lished a new rule that limits annual
Medicare payments for direct GME
costs to each program at its 1984
level (Federal Register, July 5,
1985, pp. 27722â€”27732). This re
imbursement freeze will save an es
timated $125 million, of a projected
$1.56 billion, for Medicare GME

direct costs during fiscal year 1986,
according to HCFA.

The congressional budget pro
posal includes several changes, cx
pected to save $10.2 billion over the
next three fiscal years, in the Mcdi
care system. With respect to GME,
the budget reduces the indirect
teaching adjustment from 11.59 to
8.7 percent, saving an estimated
$1.65 billion over the next three fis
cal years. The proposed budget did
prohibit, however, a freeze on di
rect costs.

The ReaganAdministrationorig
inally proposed that the indirect ad
justment be reduced to 5.79 per
cent, which would save $2.9 billion
over the three-year period. [The in
direct adjustment rate was 5.79 per
cent before the introduction of
Medicare's prospective payment
system (PPS), when the rate was
doubled to compensate for an antic
ipated decline in GME reimburse
ment to teaching hospitals.]

Congress ties strings to GME

Congress is considering three
bills that would curb Medicare
GME spending while encouraging
medical graduates to enter primary
care fields (family, internal, pedi
atric, preventive, and geriatric mcd

icine, and public health). These
bills would also put limits on Medi
care support for graduates of for
eign medical schools.

All three bills are proposed
amendments to the Social Security
Act of 1965, which provided that
Medicare support GME. After 20
years of this open-ended funding,
with few incentives to economize,
legislators now feel that state and lo
cal governments, medical schools,
and private philanthropies should
bear more of the costs of GME.

On April 15, SenatorDan Quayle
(R-IN) introduced a bill (S.l2lO)
which would establish set percent
ages of primary care versus spe
cialty residencies, limiting the num
ber of federally funded specialty
residents.

Sen. Quayle first proposed that
all teaching hospitals affiliate with
accredited medical schools and es
tablish training programs to meet
the legislated percentages. He is
now considering state or regional
affiliations instead for teaching hos
pita@ls.Every four years, a council
would review the percentages,
which cannot vary more than 5 per
cent from the previous year.

On May 16, Senators Robert
Dole (R-KS) and David Duren
burger (R-MN) introduced a bill
(5.1158) that would freeze direct
GMEcosts for one year. Beginning
in 1987, Medicare would place a
five-yearlimit on residency support
and no longer pay for graduates of
foreign medical schools who are not
U.S. citizens.

The Dole-Durenburgerbill also
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calls for studies to determine the fis
cal and administrative relationships
between hospitals and medical
schools, and the cost differences
between teaching and nonteaching
hospitals.

On June 6, Representative Henry
A. Waxman (D-CA) introduced a
bill (H.R.2699) that calls for an as
sessment of variations in indirect
GME costs. It also reduces the rate
of reimbursement for indirect GME
costs in phases, from 11.5percent in
1985 to 10 percent in 1986, 9 per
cent in 1987, to 8 percent in 1988.

â€œItis my understanding that, at
though reliable data are virtually
nonexistent, there are considerable
variations among hospitals in the
costs they incur, on the average, for
a resident in training,â€• said Rep.
Waxman. â€œWhilesome variations
are undoubtedly legitimate and
should be recognized, it is appropri
ate to examine whether those who
are incurring extraordinarily high
costs, in comparison to the average
spent by all hospitals, are admin
istering these programs in an appro
priate and efficient manner,â€•he
added.

The Waxman bill would stand
ardize direct GME costs based on a
national average paid to full-time
residents. Medicare would pay di
rect costs for only the first three
years of any residency, and salaries
would be weighted to encourage
medical students to enter primary
care fields. Over a three-year pe
riod, salaries of primary care resi
dents would increase to 105 and
then 135 percent of the national
average, while salaries of specialty
residents would decrease to 96 and
then 65 percent of that average.

Lee Grindheim, a health policy
analyst for The Society of Nuclear
Medicine and the American College
of Nuclear Physicians, pointed out
that all these amendments are still
under negotiation, and the numbers

could change before Congress votes
on the bills.

Since a nuclear medicine resi
dency requires four years, the
proposed three-year limit on reim
bursement will curtail funds sub
stantially. James W. Fletcher, MD,
chairman of the Society's Academic
Council, said he has heard sugges
tions of charging fourth-year resi
dents tuition to cover these costs.

Impact on nuclear medicine

B. Leonard Holman, MD, chair
man of the Residency Review Com
mittee for Nuclear Medicine, noted
that 35 percent of all residents in
nuclear medicine programs are
graduates of foreign medical
schools, compared to 8 percent in
diagnostic radiology programs.
â€œWecould lose these slots unless
they are filled by U.S. medical
graduates,â€•he said.

In addition, the first two years of
nuclear medicine training are spent
in a preparatory program, usually
internal medicine, radiology, or pa
thology. â€œThose programs are
going to be financially squeezed,
and less inclined to accept candi
dates who plan to go on to nuclear
medicine,â€• said Dr. Holman.

To lessen the impact from pre
paratory residencies, Dr. Holman
said that he would like to see the
nuclear medicine field tailor its own
training programs and take financial
control of three instead of two
years. According to Dr. Holman, a
more ideal nuclear medicine resi
dency program would begin with a
one-year internship, followed by
two years of nuclear medicine train
ing and a third year oftraining in car
diology, oncology, radiology, etc.

AMA responds to GME cuts

Testifying in Congress, the
American Medical Association
(AMA) said that it opposed the one
year freeze on direct Medicare
GME payments unless it is part of a

freeze on all domestic and defense
federal spending.

The AMA also said that it sup
ported eliminating Medicare GME
reimbursement for foreign medical
school graduates who are not U.S.
citizens, although it recommended
that provisions be made for an or
derly transition for hospitals that
rely on these residents for current
patient needs.

At its meeting in July, the Coun
cit of Medical Specialty Societies
(CMSS) discussed the GME budget
cuts. Its members â€œexpresseddeep
concern that the health and public
policy implications of the proposed
legislation will not be considered
sufficiently as Congress hastens to
resolve its pressing budgetary prob
lems,â€•according to the CMSS.

In a health policy report pub
lished in the New England Journal
of Medicine (May 23 , 1985, p.
1400), John K. Inglehart agreed
with the CMSS: â€œThegovernment
may well establish a legislatively
mandated process leading to long
range changes in federal medical
education policiesâ€”not unlike the
trigger in the Tax Equity and Fiscal
Responsibility Act â€¢[TEFRA] of
1982, which produced Medicare's
Ã§irospective payment system
while accepting short-term spend
ing reductions in the context of the
1986 budget.â€•

The Inglehart report also noted
that the parties who provide GME
funding want more influence in the
accreditation and certification proc
ess. As Robert M. Heyssel, MD,
president of Johns Hopkins Hospi
tal, said in his testimony to a con
gressional committee:

â€œPayersfor medical care, who
support GME, have no clear voice
in decisions that affect the design
and content of GME programsâ€”dc
cisions that have ramifications for
the cost of health care and for
the financial status of teaching
hospitals. â€œ U
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