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Background and Objectives: This study assessed theimpact of the Bal anced Budget Act (BBA) of 1997
onfamily practiceresdency training programsin the United States. Methods. We surveyed 453 active
family practiceresidency programs, asking about program closures and new program starts (includ-
ing rural training tracks), changesin the number of resdents and faculty, and curriculum changes.
Programswere classified accordingto their urban or rural location, university or community hospital
setting, and rural and/or urban underserved misson emphass. Results: A total of 435 (96%) of the
programs responded. Overall, theimpact of the BBAwas rdatively small. In 1998 and 1999, nation-
wide, therewere 11 program closures, a net decrease of only 82 resdents, and a net increase of 52
faculty acrossprogramsettingsand misson emphass. Therate of family practiceresdency program
closuresincreased froman average of 3.0 per year between 1988-1997 to 4.8 per year in the 4 years
following passage of the BBA Conclusons: The 1997 BBA did not have an immediate significant
negative impact onfamily practiceresdency programs. However, thereisa worrisomeincreasein the
rate of family practice residency closuressince 1997. A mechanismneedsto be established to monitor

all primary care program closures to give an early warning should thistrend continue.

(Fam Med 2003,35(2):93-9.)

TheBalanced Budget Act (BBA) of 1997, designed to
control Medicare cods, has had a major influence on
graduate medical education (GME) programsand teach-
ing hospitals. Teaching hospitals nat only train future
physiciansand other health care professonalsbut also
provide a substantial amount of care to the most vul-
nerable sectors of the population, including Medicare
beneficiaries. It isin the public interest to ensure tha
these hospitals do not founder.!

The political outcry that followed the adoption of
the BBA led Congress to pass the Balanced Budget
RefinementAct (BBRA) in 1999, mitigating several of
the patential adverse effects of the BBA. The BBRA
increased exceptionsto theresdent cap for rural train-
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ing programs, delayed the implementation of some of
the reductionsin GME funding, and softened some of
the payment reductions (Table 1). The Benefits Im-
provement and Protection Act (BIPA) of 2000 further
delayed theimplementation of certainprovisionsaf the
1997 BBA and increased some of the original reim-
bursement reductions. Despite these subsequent legis-
lation changes, there is Hill concern that changes in
federal supportfor GME will affect thewaysinwhich
physiciansaretrained. | ndeed, thefull effect of the BBA
and the subsequent modifications can only be evalu-
ated over time.

In 1998, Mdlicare pad $7.09 billion in GME fund-
ing to teaching hospitals, down from $8.41 billion in
1996, a 16% reduction? Funding reductions resulting
from the BBA had the potential to affect not only the
numbersof resdentsin training but also their specialty
digribution. A major concern was that the reductions
in funding proposed by the BBA were likely to affed
primary carephysiciantraining disproportionately snce
these programs accomplish alarge part of their train-
ing outsdetheinpatient setting of the hospital. Thisis
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Tablel

Key Provisons of the Balanced Budget Act (BBA) of 1997 and the Balanced Budget Refinement
Act (BBRA) of 1999 Affecting Graduate Medical Education Funding

TheBBA of 1997 made substantial changes to nearly all aspects of the Medicare programto contan spending. The BBRA of 1999 makes some revisions and

delaysto the BBA.

Examples:

Balanced Budget Adt of 1997

* GME training payment reform (eg, cap on number of residents,
reduction in IME payment increases)

» Reductionsin payment via hew prospective hospital outpatient
payment system

» Reductionsin payment for home hedth services per prospedive
payment system and other changes

» Phaseout of cost rambursement requirement for FQHCs and RHCs

« Deaease in annud increase in hospital inpatient payment and
reduction of DSH payments

» Reductionsin payment for skilled nursing care via new prospective
payment system

« Creation of Rurd Hospitals Hexibil ity Program (ie, Critical
Access Hospitals)

* Medicare + Choice Risk Contract payment

DME—direat medical educaion reimbursement
D SH—disproportionate share hospital
FQHC—federally qualified health center
GME—qgraduate medical education
IME—indirect medical education reimbursement
PPS—prospective payment system

RHC—rural hedth center

RUG—resource utilization group

Balanced Budget Refinement Act of 1999
Specifies exceptions to cap, delays IME reductions with phased-in
implementation, and makes DME changes

Restores 5.7% of BBA cuts, creates 3-year transition period to cushion
PPS losses, and creates outlier protection for drugs/devices

Delaysimpl ementation of 15% paymentreductionfor 1yearandincreases
BBA beneficiary limits

Delays implementation until 2003

Delays implementations through phases and adjustments

Provides temporary increases in payments for 15 RUGs and makes other
adjustments

Broadens program indusion criteria for cost-basedreimbursement status

Addsprovisionsto make managed careprogramssomewha more atractive

important since several authorities are on record indi-
catingan ongoing needfor primary care physicians and
especialy rural physicians®*®

Family practice resdency programs have always
depended on federal support, both through Medicare
GME fundsand Title VIl grantsfor postgraduate train-
ing. Eighty percent (378/472) of all family practiceres-
dency programs are located in community hospitals,
and of these, 55% (209/378) are soleresidenciesinthose
hospitals. Community hospital swere especially aff ected
by the cap onfull-timeequivdent (FTE) resdent pos-
tions and their inability to shift FTEs from one pro-
gramtoanother under their designatedingtitutional cap.
Larger teaching hospitals and academic medical cen-
ters with multiple resdency programs were expected
tohavemoreflexibility inabsorbingthe potential fund-
ing cuts, although negative eff ects were expected for
them too. It wasfearedthat, facedwith sgnificant bud-
get shortfalls, community hospitals would reduce or

eliminae programsthat did not contribute directly to
their bottom line. This is maore than a parochial con-
cerngiven that the majority of family practice resdents
are trained in community hospital settings, and family
physicians are sgnificantly more likely than generd
internists or pediatricianstolocateinrural underserved
areas (21% versus 8% versus 7%).’

In late 1998, the Univerdty of Washington Rural
Health Research Center (RHRC) was funded by the
Federd Office of Rural Health Policy to undertake a
study of family practice resdent trainingin rural set-
tings. Because the survey had not y et been mailedwhen
the BBA was enacted, we were able to add questions
relating to the BBA’s effect. This study’s purpose was
to replace anecdotal information about the effect of
these measures with systematic research evidence and
to create a baseline againgt which future changes can
be measured.
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Methods
Instruments

We surveyed every family pradice resdency pro-
gramin the United Statesto determinethe effect of the
BBA changes in Medicare GME funding on family
pradice resdency programs. Wedeveloped al6-item
guestionnaire for this purpose. The questionnaire was
reviewed by the 16 Universty of Washington-Affili-
ated Family Practice Resdency Network directorsand
the Projed Advisory Committee and modified accord-
ing to their advice.

Closed-end gquestionsonthe questionnaire addressed
changesin resdency programs, including the number
of resdents and faculty, program closure, rural train-
ing track closure or gart-up, and curriculum adjust-
ments. Open-ended questions asked family practice
resdency directorsto comment on thechangesin their
programs that they attributed to the BBA and the year
these changes occurred, 1998—-1999 or 1999-2000.

Survey Methods

Surveyswere mailedto thedirectorsof all 478 fam-
ily practice resdency programs listed in the 2000
American Academy of Family Physicians(AAFP) Di-
rectory of Family Practice Training Programs.® Two
subsequent mailingswere sent to nonrespondents, and
a regional encouragement network consisting of key
contacts through the Association of Family Practice
Residency Directors(AFPRD) wasactivated to ensure
the highest possible response rate. The mailings took
place during January 2000 to May 2000. The remain-
ing nonresponding programs were contacted person-
ally by oneof theinvestigators. I ncases wherecritical
responses were contradictory or incomplete, the pro-
grams were contacted for clarificaion.

Out of theoriginal 478 programslisted in thedirec-
tory, two programs had actudly closed and combined
with athirdin the same hospital system (areduction of
two programsand anet reduction inthe number of res-
dents), two had never
opened, and two had
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based using the AAFP-designated criteria® Programs
that responded that urban-underserved or rural train-
ing were “very important” program objectives were
classfiedashavingan urban-underservedor rural mis-
son emphasis, respectively. These categorieswere nat
mutually exclusve. Using the programs’ zip codes, we
classfied their geographic location by Rural-Urban
Commuting Areas (RUCAs)® (Web address:
www.fammed.washington.edu wwamirhrc/rucas.htm).
Thisenabled usto divide the programsinto urban set-
tings (RUCAs 1.0-3.0, 41, 5.1 7.1, 81, 10.1), large
rural towns(RUCAs4.0, 5.0, 6.0), andsmall rural com-
munities (RUCAs 7.0-10.5).

The reported program closures, rural training track
(RTT) closures, and startups between 1998 and 2001
were confirmed with the Resdency Review Commit-
teefor Family Practice (RRC) andtheAmericanBoard
of Family Practice (ABFP). Thereisno single repos-
tory wherethisinformation is maintained, and it was
necessary to reconcile small differences in which of
the years the closures and startups occurred. The RRC
only keepsrecordsof programclosuresfor 3years, after
which the dataare purged.

Data Analysis

Thisdescriptive study includesnearly all family prac-
tice resdency programs, making analytical gatistics
unnecessary. Any differencesnotedin fact dodescribe
thereality, eventhough some of the numbersare small.

Results

Ninety-six percent of all eligible programs (435/453)
responded tothe survey. Of these, 402 programs(92%)
werelocatedinan urban setting, 28 programsinalarge
rural town, and fiveprogramsin asmall rural commu-
nity (Table 1). For comparison, 93% of all family prac-
tice programs (402 respondents plusthe 18 nonrespond-
ents—430/453) are located in urban areas.

been approved but had
not recruited resdents
in1998 and 1999 (n=6).
Militay programs (n=

13), which do not re-
ceive Medicare GME,

Table?2

Training Misson Emphasis by Rural/Urban L ocation of Parent Program

MISSON EMPHASS

and programs in Puerto Location Urban Z?éhuﬁllj)ﬁ
Rico (n=6) were ex- - oparent Total Rural Very Underserved Underserved Neither
cluded. Therewerethus  Program* Number I mportant Very Important Very Important I mportant
iQi ramsin  Small rural 5 5 (100%) 0 0 0
?}153? glbleprcng Large rural 28 19 (68%) 0 4 (14%) 5 (18%)
€nnal sample. Urban 402 9% (24%) 104 (26%) 54 (13%) 148 (37%)
Total 435 120 (28%) 104 (24%) 58 (13%) 153 (35%)

Data Coding
Programs were clas-
sified as community

* According to RUCA® (Rural-Urban Commuting Areas).

based or university



96 February 2003

ProgramMission

The directors of all five programslocatedin small
rural communities reported a rural misson emphasis.
The mgority (68%) of programsin large rural towns
also dated that they had an explicit rural training mis-
son, compared to only 24% of programsin urban set-
tings. However, 65% (282/435) of all respondentsre-
ported having either a rural (n=120) or an urban-
underserved (n=104) missonor both (n=58) (Table2).

Resdency Sze

A relaively small proportion of programsindicated
that they experienced adecreasein the number of res-
dents and faculty as a result of the BBA (Table 3).
Twelve percent of programsinurbanlocations(48/402)
and 11% in large rural towns (3/28) experienced an
absolute decreasetotaling 161 residents(Table 3). Fifty-
four percent of thisreduction (87/161) occurred in 24
urban-underserved misson emphasis programs(Table
4). Thenet decrease nationwide, however, wasonly 82
residents, with 56 coming from these urban-
underserved misson emphasis programs. This repre-
sentsa2.5% reductionin the number of firgt-year fam-
ily practice resdency postions nationally. There was
an ovaall net increaseof 51.7 FTE faculty distributed
across program settings and misson emphasis.

Program Closures and Sarts

Nine programsreportedclosingin 1998 and 1999 as
areault of the BBA. All nine were located in urban
settings(Table 3), but five of thesewere programswith
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an underserved misson emphass (Table 4). Four pro-
gramshadrural trainingtracks, anddirectorsattributed
closure of their rural training track to the BBA. Seven
programsreported that they plannedtostart arurd train-
ing track. The RRC and the ABFPidentify 11 programs
closing in 1998 and 1999, including the nine survey
respondents plusthe two programsthat closed and com-
bined with athird program in the same hospital sys
tem. Sincecompletion of the survey, therehave been
an additional eight confirmed program closures(Table
5).

Atftereffects of the BBA

Fifty-eght programs (13%) reported tha they had
to implement curriculum adjustments due to the BBA
(Tables3 and 4). Eighty-eight programssupplied writ-
ten-incomments, with morethan 99% havingalargely
negative and pessmistic tone. Some examples are
shownin Table 6.

Discussion

Thisnational survey showsthat contrary to widely
held perceptionsin 1998 and 1999, the 1997 BBA did
not havea significant negativeinfluence on the num-
ber of family practice resdentsin training. Therewas
anet reduction of only 82resdents(2.5% compared to
1999) in the 2 years immediately following the pas-
sage of theBBA, athoughurban-underserved misson
emphasis programs were affected disproportionately.
There was also a net increasein the number of faculty
in that same time peiod, but thisismost likely attrib-

Table3

ChangesAttributed to the Balanced Budget Act by Program Urban/Rurd L ocation, July 1998 to June 2000

Urban Programs (n=402) Large Rural Programs (n=28) | Small Rural Programs (n=5) | Total Programs (n=435)
EFFECT # % Sum +/- # % Sum +/- # % Sum +/- # % Sum +/-
Resident changes
No change 298 74 — 24 86 — 5 100 — 327 75 —
Decrease 48 12 -154 3 11 7 0 0 0 51 12 -161
Increase 16 4 +79 0 0 0 0 0 0 16 4 +79
Not reported 40 10 — 1 4 — 0 0 — 41 9 —
Total 402 100 -75 28 100 7 5 100 0 435 100 -82
Faculty changes
No change 286 71 — 18 64 — 2 40 — 306 70 —
Decrease 43 11 -75 3 11 4 0 0 0 46 11 -79
Increase 36 9 +119 6 21 +9 2 40 +3 44 10 +133
Not reported 37 9 — 1 4 — 1 20 — 39 9 —
Total 402 100 +44 28 100 +5 5 100 +3 435 100 +52
Program changes
Closed program 9 2 — 0 0 — 0 0 — 9 21 —
Discontinued RTT 4 1 — 0 0 — 0 0 — 4 9 —
Implemented RTT 7 2 — 0 0 — 0 0 — 7 16 —
Curriculum adjustment 55 14 — 3 11 — 0 0 — 58 133 —

RTT—rural training track
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Table4
ChangesAttributed to the Balanced Budget Act by Program Training Emphasis, July 1998 to June 2000
Urban Underserved
Programs Rural Programs Both Programs Neither Program Total Programs

EFFECT # % um +/- # % um +/- # % Sum+/-| # % Sum +/- # % um +/-
Resident changes

No change 74 71 — 96 80 — 43 74 — 114 81 — 327 75 —

Decrease 18 17 -69 11 9 -25 6 10 -18 16 10 -49 51 12 -161

Incresse 4 4 +26 3 3 +31 3 5 +5 6 4 +17 16 4 +79

Not reported 8 8 — 10 8 — 6 10 — 17 11 — 41 9 —

Total 104 100 -43 120 100 +6 58 100 -13 | 153 100 -32 435 100 -82
Faculty changes

No change 7% 73 87 73 — 36 62 — | 107 70 — 306 70 —

Decrease 13 13 -323 9 8 -10 8 14 -115 16 10 -24.9 46 11 -79

Increase 8 8 +245 15 13 +288 8 14 +514 13 8 +26.7 44 10 +133

Not reported 7 7 9 8 — 6 10 — 17 11 — 39 9 —

Total 104 100 -7.8 120 100 +188 58 100 +39.9 153 100 +3.8 435 100 +52
Program changes

Closed program 4 4 — 1 1 — 0 0 — 4 3 — 9 21 —

Discontinued RTT 1 1 — 2 2 — 1 2 — 0 0 — 4 9 —

Implemented RTT 0 0 — 3 3 — 3 5 — 1 1 — 7 16 —

Curriculum adjustment 18 17 — 17 14 — 5 9 — 18 12 — 58 133 —
RTT—rural training track

Table 5 Table6

Number of Program Closures and New Program
Starts, 1988-2001 (Excludes Rural

Training Trecks[RTT])*

Comments From RespondentsAbout Effects
of the Balanced Budget Act (BBA)

“We diminated our rural family practicerotation.”

“Hed to eliminate continuity clinic in rural areadue to lack of support

from hospital.”

Program Closures** New Program Starts***
Year # Mean/Year # Mean/Year
1988-1997 30 3.0 135 135
1998-20018 19 4.8 55

*  Between 1998 and 2001, there were four RTT closures and 10 new

RTT starts.

**  Data source: Acareditation Council for Graduate Medical Education
Residency Review Committee for Family Practice (RRC) and the
American Board of Family Practice

*** Datasource American Academy of Family Physicians Robert Graham
Center—refersto yea of RRC action

§ 1998—Threeprogram closures and 16 new program starts
1999—Eight program dosures and six new program starts
2000—Two program closures and O new program starts
2001—Six program closures and 0 new program starts

e “Limited rotations avay from the primary hospital to maximizeresident
FTE counts.”

« “BBA blocked our plan to go from a12- to 18-resident program.”

« “Budget reductions decreased avalable funds for faculty to attend
conferences.”

* “Much moretime dedicated to faculty documentation than teaching
resdents.”

« “Had to discontinue community physician preceptors for compliance
reasons.”

* “Almost lost the entire residency. To survive went from two training
sitesto one, reduced faculty from 11 to seven, and reduced resident
number from 18 to 12.”

Only one response had asomewha positive tone:

« Faculty areparticipating more in outpatient precepting and in personal
lecturetime.”

FTE—full-time equivalent
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utedto some new programsdtill addingfaculty andes-
tablished programsneeding morefaculty to meet clini-
cal service obligations. The 96% response rate makes
these data highly representative.

Asaresult of the growth of managed careinthe 1990s
andthe documented need for moreprimary care phys-
cians, the number of family practice residency programs
increased by 22% (381 t0465) between1988and 1997
andthe number of residentsby 45% (7,279 t010,531).%°
Concomitant with this rapid growth, there were also
program closures. The pace of program closures after
the 1997 BBA, however, appearstobe acceleratingand
increased froman average of 3.0 per year between 1988
and 199710 4.8 per year between 1998 and 2001 (Table
4).Out of 19 program closuresrecorded after 1997, 15
occurred in community hospital-based family practice
residencies. In1999, there were more program closures
thannew programsgarting (eight versussix), whichis
the firg time this had happened in the previous 2 de-
cades. Therewereno new program startsin both 2000
and 2001, which isalso afirg. Although it isdifficult
to be absolutely sure about the true causes for these
closures, the survey did ask program directors to note
changes that they attributed to the BBA.

What isto be made of these findings? Theimmedi-
ate consequence of the BBA of 1997 appearsto have
beenmuchless negative thaninitially feared by teach-
ing hospitalsand the advocatesfor primary care phys-
cian training. One might ague that government fund-
ing decisons are not amgjor fador ininfluencing the
viability of primary care training programs. However,
theincreasngrate of family practice programclosures
inthe past 4 yearsisworrisome and needsto be closely
monitored. The resdency directors surveyed in this
study predicted further closures of resdencies in the
years to come as community hospitals struggle with
decreasing revenues, makingit moredifficult to main-
tain family practice training programs despite the fact
that the BBRA of 1999 mitigated some of the more
concerningprovisonsof the BBA. An added concern-
ing factor is the persgtent and growing trend of US
medical schod graduatesto choose specialty careers,
making it harder to fill family preactice resdency pos-
tionswith US medical school graduates. In 1996, only
75% of family practice postions offered in the Match
were filled with US seniors, and this figure has de-
creased evay year snce 1996 to 50% in 2001.*

The declinein both student interest and new pro-
gram gartsin family practice is certainly affected by
other contemporaneous factors as the health care sys
tem evolves. The retreat from managed care, the de-
clinein hospital-supported primary care networks, and
a push for open access to specialist care and technicd
proceduresall contribute to diminishing the attractive-
ness of family practice as a career choice for US se-
niors.

Family Medicine

Why isthisimportant?Thedeclining interest of US
graduatesinfamily practiceistroubling becauseit por-
tends apotential crissin healthcaredelivery similar to
the mid-1960s, with once againgrowing physician spe-
cialty and geographic maldistribution. Specialty-trained
physiciansaremuch lesslikely to locatein rural aress,
especially the smaller or moreremote towns.*? Family
physiciansare morelikely tolocateinrural underserved
areas than any other primary care specialty.® An ever-
increasing proportion of specialty-trained physicians
will likely driveup the cogsin the provision of health
care!*® A critical factor in contralling costs is con-
tinuing to grivefor abetter balance between specialty
and generdist physicians.

W hat should be done?Accessto health care and con-
trolling health care costsmust continueto be an impor-
tant focus of government policy. Care must be exa-
cised that thevery training programs that are themost
needed to address both these problems are not dam-
aged by changesin government support for graduate
medical education. The effects of current and future
government policy changes need to be monitored by
ongoing studies such asthisone. The AAFP, through
the Robert Graham Center for Hedth Palicy, couldiden-
tify counterpartsinthe American College of Physicians
andthe American Academy of Pediatricsto establish a
consolidated database to moni tor program closuresand
other changes. More should be done to establish link-
agesto citizen groups advocating for access to health
care on behalf of vulnerable and underserved popula-
tions.

We enter the new millennium with a great deal of
uncertainty surrounding the future of the health care
delivery system inthe United States. It behoovesadvo-
cates for access to high-quality, cost-eff ective medicd
carefor all Americansto bevigilant regarding govern-
ment policiesthat could affect GM Efunding and reim-
bursement for primary care physician services, unin-
tentionally or otherwise. Further funding changes are
inevitable, and proactive sepsneed tobetakennow to
be able to monitor the effects of such changesand re-
gpond in atimely fashion.
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