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Balanced Budget Act-Medicare Graduate Medical Education Fundingset  

You asked for an explanation of the provisions on Medicare funding of graduate medical education in the l997 federal balanced budget act.

SUMMARY


The federal Balanced Budget Act of l997 (P.L. 105-33) has a number of provisions on Medicare payments for graduate medical education (GME).  Specifically, the act: 

1. reduces the adjustment for indirect medical education costs (IME) ;

2. provides for payments to hospitals for direct and indirect medical education programs attributable to managed care enrollees;

3. establishes limitations on payments for direct medical education (DME) based on the number of residents and other factors, and directs the Department of Health and Human Services (HHS) to study and report to Congress on variations among hospitals in the overhead and supervisory physician components of their direct GME costs;

4. authorizes graduate medical education payments to qualified non-hospital providers;

5. provides for incentive payments to hospitals under plans for voluntary reduction in the number of residents;

6. directs the secretary of the Department of Health and Human Services (HHS) to establish a demonstration project under which GME payments can be made to consortia of teaching hospitals and other entities;

7. directs the Medicare Payment Advisory Commission to develop recommendations to Congress on Medicare payment policies concerning teaching hospitals and GME; and

8. makes a special reimbursement rule for primary care combined residency programs.

MEDICARE PAYMENT FOR GME PROVISIONS IN THE l997 BALANCED BUDGET ACT

Reduction in Adjustment for Indirect Medical Education (IME)


Background.  Medicare recognizes the costs of GME in teaching hospitals and the higher costs of providing services in these institutions.  Medicare recognizes GME costs under two mechanisms-direct medical education (DME) payments, and indirect medical education (IME) adjustments.  IME is designed to compensate hospitals for indirect costs attributable to the involvement of residents in patient care.  Under existing law, this additional payment to a hospital was based on a formula providing an increase of approximately 7.7% in the Medicare diagnosis related group (DRG) payment for each ten percent increase in the hospital teaching intensity (based on its intern- and resident-to-bed numbers).


Balanced Budget Act (BBA) Changes.  Under the BBA, the IME adjustment is reduced from the existing 7.7% to 7.0% in FY l998; 6.5% in FY l999; 6.0% in FY 2000; and 5.5% in FY 2001 and subsequent years.  The act also includes a requirement that the HHS secretary adopt rules for limiting and counting the number of interns and residents in training programs established on or after January 1, l995.  HHS must also prescribe rules for new and developing medical residency training programs.  In their development, HHS must give special consideration to facilities that meet the needs of undeserved rural areas.


The act also allows hospitals to rotate residents through non-hospital settings, including ambulatory care settings, without a reduction in IME.

GME Payments for Managed Care Enrollees


Background.  Under existing law, Medicare payments to risk-contract (managed care) HMOs include amounts that reflect Medicare’s fee-for-service payments to hospitals in an area for DME and IME costs.


BBA Changes.  The act provides for additional DME payments to hospitals for services given Medicare managed care enrollees for cost reporting periods beginning January 1, l998.  Payments would be equal to the product of the aggregate approved DME for the hospital in that period and the fraction of the total number of inpatient bed days attributable to Medicare managed care enrollees.


These payments will be phased in over five years equal to 20% in l998, 40% in l999, 60% in 2000, 80% in 2001, and 100% in 2002.

Limitations on GME Payments Based on Number of Residents and Other Factors


Background.  Under existing law, the direct costs of GME programs are excluded from the Medicare prospective payment system (PPS) and instead are paid on the basis of a formula that reflects Medicare’s share of each hospital’s per resident costs.  Medicare’s payment of each hospital equals the hospital’s costs per full time equivalent (FTE) resident, times the weighted average number of FTE residents, times the percentage of inpatient days attributable to Medicare Part A beneficiaries.  Each hospital’s per FTE resident amount is calculated using data from the hospital’s cost reporting period that began in FY l984, increased by one percent for hospital cost reporting periods beginning July 1, l985 and updated in subsequent reporting periods by the consumer price index. (OBRA l993 provided that the per resident amount would not be updated by the consumer price index for cost periods during FYs l994 and l995, except for primary care residents and residents in obstetrics and gynecology).


BBA Changes.  The act establishes limits on the total number of residents for cost reporting purposes beginning October 1, l997.  This limit only includes residents in a hospital’s approved medical residency training program in allopathic and osteopathic medicine.  The act provides for a “cap” or limit on the number of residents that may be reimbursed by HHS, on a national and facility level.  The HHS secretary is authorized to develop rules for limiting and counting the number of interns and residents in training programs established on or after January 1, l995. The aggregate number of FTE residents is not supposed to increase over current levels.  


Also, the act requires the HHS secretary to study the variations among hospitals in hospital overhead and supervisory physician components of their DME and the reasons for such variations.

Payment to Non-Hospital Providers


BBA Changes.  Existing law does not address GME payment to non-hospital providers.  The BBA authorizes the HHS secretary to establish rules for payment to qualified non-hospital providers for their direct costs of medical education beginning October 1, l997 if the costs were incurred in the operation of a Medicare-approved residency program.  Qualified non-hospital providers include federally qualified health centers, rural health clinics, and Medicare+Choice organizations.

Incentive Payments for Hospitals For Voluntary Reduction of Medical Residents


BBA Changes.  The act provides for incentive payments to hospitals under plans for voluntary reduction in the number of full-time equivalent residents in an approved medical training program.  Hospitals would have to submit plan applications to HHS by November 1, l999.  Reductions in the number of residents would occur over no greater than a five-year period.  Also, the teaching facility must assure that it will not reduce the proportion of its residents in primary care relative to the total number of residents.


The residency reduction requirements are as follows: (1) 20% of the base number of residents if the base number exceeds 750 residents; (2) 150 residents if the base number exceeds 600 but is less than 750; (3) 25% if the base number does not exceed 600; and (4) at least 20% of the base number in cases where the entity has less than 750 residents and represents in its application that it would increase the number of full-time equivalent residents in primary care by at least 20% no later than the fifth year.

“Consortium” Demonstration Project

BBA Changes.  The BBA requires the HHS secretary to establish a demonstration project under which, instead of making direct GME payments to teaching hospitals, the secretary would make payments to each consortium that meets the requirements of the demonstration project.  Qualifying consortia would have to meet the following: (1) the consortium would consist of an approved medical residency training program in a teaching hospital and one or more of the following entities: a school of allopathic or osteopathic medicine, another teaching hospital (including a children’s hospital), another approved medical residency program, a federally qualified health center, a medical group practice, a managed care entity, an entity providing outpatient care, or an entity determined appropriate by the secretary; (2) the members of the consortium must agree to participate in the programs of  graduate medical education that are operated by entities in the consortium; (3) the consortium members must agree on a method of allocating the  GME payments among the members; and (4) the consortium must meet additional requirements established by the secretary.

Long Term Payment Policies and Recommendations for GME

BBA Changes.  The BBA requires the Medicare Payment Advisory Commission to examine and develop recommendations for Congress on whether and to what extent Medicare payment policies and other federal policies concerning teaching hospitals and GME should be changed.


The commission must consult with the Council on Graduate Medical Education and individuals with expertise in areas of graduate medical education, including: (1) deans from allopathic and osteopathic medical schools; (2) chief executive officers from academic heath centers, integrated health care systems, approved medical residency programs, and teaching hospitals sponsoring medical residency programs; (3) chairs of departments from allopathic and osteopathic schools, dentistry schools, and approved residency programs in oral surgery; (4) individuals with experience from representative fields of non-physician health professionals; (5) individuals with experience in the study of issues concerning the composition of the U.S. health workforce; and (6) individuals with expertise in health care financing.

Special Reimbursement Rule for Combined Residency Programs


Background.  Combined residency programs run concurrently for a period that is longer than the required time for certification in either program, but shorter than would be required if the programs were taken sequentially.  Medicare makes direct GME payments for residents in their initial residency period.  The initial residency period is defined as the number of years of formal training required to satisfy specialty requirements for board eligibility, but not more than five years, with an exception for residents in preventive care or geriatrics who are allowed up to two additional years. Residents in their initial residency are counted as 1.0 full time equivalent (FTE) and as 0.5 FTE for subsequent years.  There is no special provision in existing law for combined residency programs, so that regardless of the number of additional years the second program requires for certification, during the initial residency period residents are counted as a full (1.0) FTE and in subsequent years are paid at half (0.5) the FTE.


BBA Change. The act permits resident enrolled in combined residency programs in which all of the individual programs that are combined are for training in primary care to have a defined period of board eligibility equal to the minimum number of years of formal training required to satisfy the requirements for initial board eligibility in the longest of the additional programs, plus one additional year.
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