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Introduction and summary 

America’s five million health care professionals directly influence the cost and quality of 
health care through their diagnoses, orders, prescriptions, and treatments.1 These primary 
care and specialist physicians, dentists, nurses, and other medical and dental assistants 
labor every day to take care of their patients, but experts say there are too few of them 
today, and by 2020 there will be a shortage of up to 200,000 physicians and 1 million 
nurses.2 Rural Americans and those living in other underserved areas across the country 
are especially vulnerable to these current and growing health workforce shortages. 

As our nation grapples with reforming the U.S. health care system to cover the uninsured, 
improve the quality of health care, and cut overall costs in the long term, we must consider 
provisions to assure an adequate health care workforce. Primary care clinicians—those 
providing the most basic, frontline health services—continue to decrease in numbers and 
there are many pockets around the country without enough health care providers overall. 
Researchers estimate that policies to expand coverage to all Americans would increase 
demand for physician services by 25 percent.3 Our nation already suffers from a long-
standing shortage of nurses—the U.S. Bureau of Health Professionals estimates today’s 
shortage to be over 400,000 nurses.4 And the American Hospital Association calculates 
116,000 registered nurse positions are unfilled at U.S. hospitals and 100,000 jobs are 
vacant in nursing homes.5 Some expect the shortage to worsen as 78 million baby boom-
ers6 begin to hit retirement age in 2011 and require more care for chronic illnesses. 

This is an especially important time to examine these shortages as Congress considers 
expanding access to health care to the entire nation and the jobless rate in our country hov-
ers at 10 percent.7 Congress and the Obama administration have a historic opportunity to 
prepare to the nation for health care reform in 2010 as well as solve several long-standing 
problems in the way federal subsidies support health care workforce training programs.

But what to do? There remain some questions whether the problem is a shortage of health 
professionals overall or just with the distribution of particular types of health professionals 
in certain areas of need, such as by geography or by profession. Assessing health workforce 
needs is difficult because there are many variables that determine its adequacy and no single 
entity in the United States is in charge of workforce planning. Variables that make work-
force planning difficult to estimate include regional maldistribution of health professionals, 
overspecialization of physicians, and the current and expected demographics of the health 
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workforce and the population they serve, among others. Few models 
are available to accurately predict what an adequate ratio of health 
professionals should be to the population served in a given area. 

Still, several remedies that can be acted upon now are clear. First and 
foremost, training a high-performing health workforce will enhance 
the success of policy reforms directed at health insurance coverage, 
access to quality care, and controlling costs. The United States lacks a 
cohesive approach to workforce shortages, modern training of health 
professionals across disciplines, and distribution of health profes-
sionals to areas of need. Reliable access to quality, affordable care 
is not available in many areas and for certain populations. Rational 
reform of the federal support for health workforce training and distri-
bution will create a more efficient, higher quality health system. 

Federal funding, including subsidies from the federal government’s Medicare program 
and the joint federal-state Medicaid program, for physician training has not been over-
hauled for decades. The federal government pays for health care workforce development 
in two broad categories. The largest is payment to teaching hospitals to train physicians in 
residency programs and for the higher costs associated with their teaching mission. The 
payments to these hospitals are based on complex formulas paid through Medicare and 
Medicaid, totaling about $12 billion per year. 

The second bucket of funding for the health workforce is through Health Resources and 
Services Administration programs, about $530 million allocated at the discretion of 
Congress. HRSA funding supports primary care, general dentistry, nursing, and grants and 
incentives for providers to work in medically underserved communities and in shortage spe-
cialties such as primary care. For every dollar spent on HRSA’s programs, teaching hospitals 
are paid $24 by Medicare and Medicaid to subsidize physician training. Funding of teaching 
hospitals is the bulldozer to the HRSA rake in reshaping the health workforce landscape. 

Alas, there is little relationship between what the federal government funds and the 
quality of education or even the costs of educating physicians and other providers. This 
paper offers the following mix of recommendations to fiscal, legislative, and regulatory 
policies to assure the balance, mix, and distribution of health professionals necessary for 
a well-functioning, cost-efficient U.S. health system in the 21st century. In the pages that 
follow, we identify numerous recommendations to alleviate these problems, but broadly 
our proposals fall into three general areas.

Better align federal payment policies for health professions

With so many moving parts and so many different programs in different federal agencies, 
there needs to be a body specifically assigned to examine and make decisions about the 

•	 Create a permanent National Health Workforce 

 Commission to better align federal payment policies 

for health professions

•	 Support for health care workers in high-need  

specialties and underserved areas 

•	 Reform the training of health professionals to grow 

our health care workforce 

Three sets of recommendations to 
boost our health care workforce
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U. S. health workforce. The best way to accomplish this realignment is by creating a  
permanent National Health Workforce Commission. 

This new commission would make recommendations to Congress and appropriate agen-
cies to design funding and incentives, and to evaluate the implementation and revision of 
programs, grants, and regulations related to the nation’s health workforce. The commis-
sion’s recommendations would assist Congress and federal agencies address the long-term 
heath care workforce needs for our nation and help to better allocate funding.

In addition, we recommend new federal support for graduate school-level nursing educa-
tion to ensure there are enough nursing teachers to train the millions of nurses we need in 
the coming decade. Today, the number of nursing faculty at our universities is insufficient 
to address current shortages, let alone those projected in 10 years. Improving the nurs-
ing workforce must include hiring more faculty, creating loan programs to help nursing 
students, and redirecting Medicare subsidies to nursing specialties who provide care to 
Medicare beneficiaries. 

Lastly, payment of primary care providers needs to be enhanced and new payment method-
ologies developed to reward prevention, coordination of care, and management of chronic 
diseases such as diabetes. If Medicare leads the way by increasing the rates primary care 
clinicians are paid in the current reimbursement system and developing new ways of paying 
for care that reward outcomes that typically come from better delivery of primary care, then 
private payers will likely follow. Innovative payment models include paying for better coordi-
nated care and improved outcomes through so-called Medical Homes and Accountable Care 
Organizations, which treat patients for “episodes” of care rather than on a per-visit basis, and 
coordinate care as patients are discharged from the hospitals to prevent rehospitalizations. 

Support for health care workers in high-need specialties and 
underserved areas 

Definitions of health care workforce shortage areas include primary care, mental and 
behavioral health, dental, and other specialties, as well as geographic and population 
designations. Enhanced funding for the National Health Service Corps would help fill 
vacancies in these areas, and should include scholarship and loan repayment programs to 
help recruit and retain an adequate health care workforce. 

Increasing funding for nursing workforce programs is necessary to expand nursing faculty 
to train enough nurses to meet the nation’s needs. Special programs to encourage low-
income, rural, and minority students to pursue health careers, such as the Health Careers 
Opportunities Programs and Centers of Excellence funded through the Health Resources 
and Services Administration, also would help assure a diverse health professions workforce 
and reduce health disparities due to socioeconomic, geographic, race, and ethnicity factors. 
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Reform the training of health professionals

Training reform can be accomplished by enhancing and modernizing subsidies for the 
education of health care professionals of all stripes. This can be accomplished in several 
ways, by balancing the current emphasis on training in highly subspecialized “tertiary care” 
hospitals with training outside the hospital in outpatient, rural, and community sites, and 
changing the content of education to include the provision of health care in teams and 
coordinated across disciplines, both inside and outside the hospital. These changes will 
mean increasing the necessary faculty to provide interdisciplinary and team-based training 
to teach the skills needed to work in a reformed health system. 

To achieve these ends, we recommend that current federal dollars now spent on training 
physicians in hospitals also be available for spending in community-based sites. Currently 
the funding for medical residents does not allow reimbursement for training in community-
based sites. This ban must be lifted. Since most of the health care Americans receive occurs 
outside the hospital, there needs to be more of an investment in nonhospital-based training 
for physicians. This could be done through hospitals to expand training locations or with 
payments directly to community-based sites, a provision known as Teaching Health Centers. 

Federal funding also should be expanded to provide grants and loans for the start-up costs 
associated with developing new community-based training sites in underserved com-
munities. And in addition to new locations, the content of the training must be revamped. 
Training should be more interdisciplinary and move toward a more team-based approach. 

All these reforms, taken together, can prepare our country for the steep health care challenges 
we face as the baby boom generation enters retirement in force and as health care reform 
increases demand and further propels us to grow our health care workforce. After reading 
our paper, we’re confident you’ll agree that demonstrable steps can be taken by Congress 
and the Obama administration in league with health training institutions to ensure America 
boasts the best, deepest, and most diversified health care workforce in the world.
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Understanding our health care 
workforces shortages

There is no disputing the shortage of health care workers in our country today, but there 
are valid differences of opinion over whether the problem is a shortage of health profes-
sionals overall or with the distribution of particular types of health professionals in certain 
areas of need. The variables that determine the adequacy of our nation’s health care needs 
now and into the 21st century include:

•	 Regional distribution of physicians, dentists, nurses, and other health care professionals
•	 Specialization of health care professionals, and the ratio of primary care clinicians  

to specialists
•	 Coordination of health services delivery by a new mix or team of health providers
•	 Current and expected demographic changes in the U.S. heath care workforce
•	 Current and expected demographic changes in the U.S. population

To address these problems, some health care experts recommend that we simply increase 
medical school class sizes by 15 to 30 percent and relax the cap on residency slots insti-
tuted in the 1997 Balanced Budget Act.8 But this would do little to alleviate the shortage of 
primary care physicians or the severe shortage of physicians in many rural and low-income 
areas. For every new physician that decides to practice an underserved area, four will settle 
in region of the country with adequate numbers of providers.9 True reform will require close 
attention to the type of health professionals needed and where those professionals practice. 

Other health care researchers reject the notion that there is an overall physician shortage, 
arguing that attention to the distribution and provision of more integrated, coordinated 
health care will be more effective from cost and quality perspectives.10 These researchers 
also note that some health care providers are not used to their full capacity or appropriate 
to their level of training. Health providers such as nurse practitioners, physician, or dental 
assistants are more quickly trained and deployed, but are too often forgotten in health 
workforce policy discussions and decisions about federal subsidies for their education.11 

Experts may not agree on the degree of shortage or the types of health professionals most 
needed. But there is consensus that certain populations and areas of the country have 
substantial problems with access to quality care. These shortages can be broken down into 
distinct categories:
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•	 Primary care physician shortages
•	 Nursing shortages
•	 Geographic maldistribution shortages
•	 Diversity shortages

Let’s consider each of these in turn.

Primary care shortage

The health profession’s pipeline is failing to supply certain disciplines in shortage areas. 
The number of graduates from U.S. medical schools who choose family medicine residen-
cies plummeted 50 percent in 10 years.12 Primary care physicians earn on average half of 
what their specialty colleagues make, and the gap is widening. The medical school debt is 
the same for graduates choosing primary care or specialty residencies, but the ability to 
repay based on income is not. 

The current reimbursement system is a big part of the problem. Medicare and most other 
health insurance providers pay doctors for individual services as they are delivered, a 
so-called “fee-for-service” system. This payment mechanism rewards increased quantity 
and intensity of services, without regard to quality, efficiency, or effectiveness. Medicare 
lacks payment methodologies to catalyze coordination of care and assure value for the 
services provided. So, too, do most private health insurance plans since they often follow 
Medicare’s lead in physician payment. 

Also problematic is how the payment for these services is determined. The American 
Medical Association formed the Relative Value Scale Update Committee, or RUC, to 
make recommendations to the Centers for Medicare and Medicaid Services—or CMS, 
the federal agency that runs Medicare and Medicaid—regarding the relative value of spe-
cific physician services and the Medicare physician fee-for-service payment formula. CMS 
accepts 90 percent of RUC’s recommendations. 

The problem is, RUC membership is left up to the AMA and is not public. Although 
primary care physicians handle almost half of Medicare visits, they make up only 15 
percent of RUC members.13 One reason primary care payment levels have not kept pace 
with demand or market prices is because it takes a two-thirds majority of RUC to accept 
a recommendation.14 

Furthermore, private insurers and managed care organizations almost all utilize Medicare’s 
so-called relative value methodology—called the Resource Based Relative Value System, or 
RBRVS—to determine physician payment. RUC members also determine RBRVS valu-
ation for every physician service. Thus, payment for physician services is not based on the 
market, but on RUC’s recommendations—without outside accountability and transparency. 

Primary care 

clinicians—

those providing 

the most basic, 

frontline health 

services—continue 

to decrease in 

numbers.
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Policymakers and agencies such as the Medicare Payment Advisory Commission, 
or MedPAC, which advises Congress on Medicare policies and the Government 
Accountability Office, the investigative arm of Congress, have consistently recom-
mended policy reforms to revive primary care. One GAO expert testifying before 
Congress recently noted that:

Conventional payment systems tend to undervalue primary care services relative to 
specialty services. Research shows that preventive care, care coordination for the chroni-
cally ill, and continuity of care—all hallmarks of primary care medicine—can achieve 
improved outcomes and cost savings.15 

For its part, MedPAC recently recommended increasing payment for primary care ser-
vices and instituting payment methodologies to reward coordination of care.16 It further 
recommended that “CMS rely less heavily on physician specialty societies to identify over-
valued services and provide supporting evidence, establish an expert panel within CMS to 
help identify overvalued services, and use volume growth as an indicator of mispricing.”17 

Nursing shortage

The United States is in the midst of a nursing shortage that is expected to intensify as baby 
boomers age and the need for health care grows. Nursing programs across the country are 
struggling to expand enrollment levels to meet the rising demand. The nursing shortage is 
projected to grow to 260,000 to 1,000,000 registered nurses by 2025, or twice as large as 
the shortage experienced in the mid-1960s.18 Attrition due to an aging workforce and lack 
of nursing faculty are principal contributors to the projected shortage. 

The problem is longstanding. Over the past decade, numerous initiatives to recruit more 
nurses into the profession were launched and many of them were very successful. Yet 
with this increase in enrollment comes an added challenge—the need for increasing the 
nursing faculty and clinical sites to educate new nurses. Without qualified faculty to teach 
students, the nursing shortage will worsen.

Interest today in nursing careers is high, with almost 50,000 qualified applicants to profes-
sional nursing programs turned away in 2008, including nearly 7,000 to master’s and 
doctoral degree programs. Over three-quarters of the nursing schools responding to a 
survey pointed to faculty shortages as the reason for not accepting all qualified applicants 
into entry-level baccalaureate programs.19 Clearly, to fix the nursing shortage we must first 
address the dearth of nursing faculty.
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Geographic maldistribution shortages

There is general agreement that the current health care workforce is not well distributed. 
More than 20 percent of the U.S. population, or 64 million people, live in areas designated 
by the federal government as health professions shortage areas, struggling every day with-
out access to adequate medical care.20 Another 48 million lack access to dental care,21 and 
77 million are without access to behavioral and mental health services. Physician, dentist, 
and nursing supply varies two to threefold across regions.22 

No measurable relationship exists between regional health needs and health workforce 
supply. For example, there are 93 primary care physicians per 100,000 people in metro-
politan areas, compared with 55 primary care physicians per people in nonmetropolitan 
areas, and a wider variation of specialists, at 200 per 100,000 in metropolitan areas and 
33 in nonmetropolitan areas.23 

Both the primary care shortage and the geographic maldistribution are due in part to where 
doctors are trained. Most of the health workforce clinical training venues are in urban areas 
and a preponderance of federally subsidized training occurs in inpatient, highly specialized 

“tertiary care” hospitals such as those with high level intensive care units and trauma centers. 
This is the opposite of what physicians will experience once they are in practice. About 
79 percent of practicing physician income is from “ambulatory care,” or care provided in a 
doctor’s office or other outpatient settings, while only 21 percent is from inpatient care in 
hospitals.24 Individuals receive the vast majority of their health care outside of the hospital. 
For every patient hospitalized in a teaching hospital, more than 200 visit a physician’s 
office, and more than half of those are in a primary care physician’s office.25 

Programs that train health professionals with clinical experiences in community-based, 
rural, and medically underserved areas have a higher rate of graduating students and 
trainees into these areas to practice. But there are few federal subsidies for outpatient, 
community-based training. Reform should balance where physicians are trained with 
where they are going to spend most of their time practicing and where people access most 
of their care. 

Diversity shortage

The current education pipeline for health care professionals often begins and ends in 
urban, adequately served areas and does not reflect the socioeconomic, racial and ethnic, 
or rural diversity of the population. The new surgeon general, Regina Benjamin, recently 
noted that the proportion of U.S. physicians who are minorities is the same proportion as 
a century ago stating, “There’s something wrong with that.”26
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Data suggest that medical school applicants from underrepresented minority, rural, and 
middle- or low-income families are more likely to practice in underserved areas from 
which they came.27 Underrepresented minorities are those racial and ethnic populations 
that are underrepresented in the medical profession relative to their numbers in the gen-
eral population, largely African Americans, Hispanics, and Native Americans. Although 
25 percent of the U.S. population is comprised of these racial groups, medical training 
programs are comprised of fewer than 7 percent of these underrepresented minorities. 

These training programs over the past two decades have made little progress to assure a 
diverse health professions workforce.28 The number and percentage of rural medical school 
applicants, for example, who were accepted into these training programs fell to 1,097 in 
2007, or 5.8 percent of those enrolled, compared to 1,275, or 7.5 percent, in 1988.29 This is 
not at all reflective of the 20 percent of the U.S. population living in rural areas. 

In addition, medical students tend to come from the most affluent families. About 70 
percent of medical school graduates currently come from families in the top 20 percent in 
parental income, or those who make more than $100,000 a year. Medical students from 
the highest income segment are also the least likely to enter primary care, or practice in 
rural and underserved areas. In fact, 80 percent of specialist graduates practice in just 
3 percent of the nation’s total land area, usually in the same zip code as major medical 
centers.30 Reducing the poorer health outcomes suffered by minority, low-income, and 
rural populations will require new investments to assure a more diverse health professions 
workforce, more reflective and representative of our population. These outcomes should 
be tracked as part of the evaluation and ranking of health professions training programs 
receiving government support. 
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Current federal funding of education 
programs for health care professionals

The federal government pays for health care workforce development in two broad 
categories. The first and largest component is payment to teaching hospitals to train 
physicians in residency programs and for the higher costs associated with their teaching 
mission. Since their inception, Medicare and Medicaid have subsidized hospital physi-
cian training, averaging almost $100,000 per resident per year. This payment to teaching 
hospitals is through add-on payments to Medicare and Medicaid. In 2007 Medicare paid 
$8.9 billion31 and the Medicaid program contributed another $3.2 billion32 in 2005, the 
last year for which complete data are available, or $12 billion in government subsides. 
Surprisingly, states are not required to regularly report on Medicaid spending to support 
resident education, which explains the four-year time lag on available Medicaid data (see 
Table 1 on page 12).

The second and smaller component is a set of health workforce programs administered by 
the Health Resources and Services Administration at the discretion of Congress. HRSA 
funds programs that support primary care, general dentistry, and nursing, and grants 
for providers to work in medically underserved communities and in shortage specialties 
such as primary care. For fiscal year 2009, Congress appropriated nearly $530 million in 
funding for these programs, and an additional investment of $200 million in the American 
Recovery and Reinvestment Act of 2009 (see Table 2 on page 14).33 

For every federal dollar spent on HRSA’s primary care, nursing, and dental workforce 
programs, teaching hospitals are paid $24 by Medicare and Medicaid to subsidize physi-
cian training. Federal funding of teaching hospitals is the bulldozer to the HRSA rake in 
reshaping the health workforce landscape. The bulldozer—teaching hospital subsidies—
can be used to clear the way and smooth the road toward a reformed system, responsive 
to individual and community need. For years, our nation has been using a rake to push 
change through a meager patchwork of support for HRSA’s training programs intended to 
counter overwhelming market incentives toward lucrative and highly specialized ser-
vices—mostly in metropolitan areas. 

It is important to note that Medicare and Medicaid funding, including the teaching hos-
pital subsidies, is considered “mandatory” spending in Congress and therefore does not 
face the annual budget battles that characterize the modest health professions workforce 
subsidies in the HRSA programs, which are considered “discretionary.” This means the 
$12 billion in federal subsidies to teaching hospitals for physician residency training is 
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paid automatically every year, by the same formula, without any Congressional interven-
tion. This is in sharp contrast to any funding that is distributed through the appropriations 
process, which is included in the president’s budget, then must be written into both the 
House of Representatives and the Senate appropriations bills and then ultimately passed 
by both chambers—every year. This is how the HRSA workforce programs—the pro-
grams for all other health professionals summarized in the next section—are funded. 

More equitable funding of these programs will ultimately create a more balanced health 
delivery ecosystem. Changing federal subsidies can inspire reform and restore balance. As 
we will demonstrate in this section of the paper, using the federal policy tools available 
to us—including the gathering and analysis of data to make recommendations through a 
national workforce commission, making funding formulas for subsidies of physician edu-
cation more rational and aligned with health workforce needs, and enhancing funding for 
high-needs specialties in rural and underserved populations—will create a more balanced 
health delivery system, more responsive to individual and community health needs. 

Medicare and Medicaid payments to teaching hospitals

The large majority of federal funding for the education of health care professionals sup-
ports teaching hospitals’ training of physicians and the safety-net missions of these institu-
tions—delivered by new physicians in residency training programs. Teaching hospitals 
deliver medical care to patients and also provide clinical education and training to future 
and current doctors, nurses, and other health professionals. 

In our country, the process of becoming a doctor starts with an undergraduate degree fol-
lowed by four years of medical school—referred to as “undergraduate” medical education. 
Medical school students then select an area of specialty and move onto residency train-
ing—known as Graduate Medical Education, or GME—sponsored by medical schools or 
teaching hospitals. This “graduate” residency is a minimum of three years for primary care 
specialties and longer for the subspecialties.

The federal government, through Medicare and Medicaid payments, subsidizes teaching 
hospitals by paying for: 

•	 The actual or “direct” cost of resident salaries and fringe benefits and teaching supervi-
sion by faculty physicians, known as Direct Graduate Medical Education, or DGME

•	 An additional amount to cover the indirect costs that hospitals incur training inexperi-
enced new doctors who might be less efficient in the care they provide, for example, by 
ordering more tests or taking more time to come up with diagnoses, known as Indirect 
Medical Education, or IME 

More equitable 
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In 2007, Medicare paid nearly $9 billion to teaching hospitals for the education and train-
ing of 90,000 resident physicians in more than 1,100 teaching hospitals.34 Two-thirds of 
this, $6.0 billion, was for indirect medical education costs to help pay for hospital operat-
ing expenses (see Table 1).35 

The Medicaid program contributed another $3.2 billion in 2005 (the last year data is avail-
able) from federal and state sources. Subsidies from Medicare and Medicaid support pre-
dominantly urban, inpatient, and specialty physician education and services. The annual 
payments to teaching hospitals are based on complex formulas paid through Medicare and 
Medicaid and total more than $12 billion each year. 

In its 19th Report to Congress, the Council on Graduate Medical Education recom-
mended that these federal subsidies for teaching hospitals more explicitly align with 
healthcare needs and be more flexible in the training venue beyond the traditional inpa-
tient hospital sites.36 While the direct GME funding requires detailed reporting of work 
done within the hospital, the accounting for indirect IME funding is much less detailed—
even though it comprises two-thirds of the total Medicare GME funding. MedPAC found 
that in regard to IME, “These funds are provided to hospitals with no accountability for 
how they are used.”37 

In addition to federal subsidies, private insurers also contribute to the training of physi-
cians. It is even more difficult to estimate these contributions. Usually, it is an indirect 
subsidy, paid for by higher fees for the highly specialized services that can only be done 
by teaching hospitals or because of the large number of providers and services in those 
institutions that allow them to negotiate higher rates with private payers. One study 
estimates that private payer support of hospital-based residency training at $7.2 bil-

Table 1 

Federal investment in physician training

Breakdown of federal funding of graduate medical education in teaching hospitals

Teaching Hospital Residency Graduate Medical Education (GME) funding  In billions

Medicare Direct Graduate Medical Education payments $2.9 

Medicare Indirect Medical Education payments $6.0 

Fiscal year 2007 subtotal Medicare GME/IME $8.9

Medicaid Direct Graduate Medical Education payments $0.8 

Medicaid Indirect Medical Education payments $2.4 

Fiscal year 2005 subtotal Medicaid GME/IME $3.2 

Estimated* annual Medicaid + Medicare GME/IME $12.1 

* 2005 Medicaid data is most recent year available and likely underestimates current total.

Source: Medicare numbers (most recent year available): MedPAC Report to the Congress: Improving Incentives in the Medicare Program. 
June 2009; Medicaid numbers (most recent year available) Iglehart J: Medicare, Graduate Medical Education, and New Policy Directions. N 
Engl J Med 2008. 359;6:643-50 and Henderson TM. Medicaid direct and indirect graduate medical education payments: a 50-state survey. 
Washington, DC: Association of American Medical Colleges, 2006.
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lion in 2006.38 This support is quite variable, most likely underestimated, and similar to 
Medicare and Medicaid subsidies, does not require a clear definition of what is expected 
in exchange for that support. 

Medicare, Medicaid, and private subsidies for hospital residency training came about 
because of the role teaching hospitals play in the delivery of care to vulnerable populations. 
Academic health centers, teaching hospitals, and medical facilities such as community 
health centers and rural clinics provide crucial safety net health services for the poor. 
They offer rich opportunities for the contemporary training of health professionals. The 
higher costs of teaching and providing care in hospitals and in the community, and their 
importance to vulnerable patients, have resulted in a patchwork of funding using opaque, 
outdated formulas that are unrelated to performance or national health workforce needs. 

Yet this generous funding of physician residency programs is not consistent with the 
nation’s current health workforce needs. Increasingly, health care is provided outside hos-
pitals, while the vast majority of physician training occurs in hospitals. This emphasis on 
inpatient training is in part responsible for the nation’s primary care-specialty imbalance. 
It is therefore not surprising that most physician trainees go on to subspecialize while the 
primary care workforce shortages worsen.

Another big problem with the Medicare GME subsidy is it does not allow payments for 
community-based sites. For medical facilities providing community-based rotations and 
ambulatory learning experiences for health professionals, a current GME regulation does 
not allow payment if those experiences occur outside the confines of the teaching hospital 
or their affiliated clinics. This regulation creates a major obstacle to contemporary training 
in ambulatory and community-based venues. 

Case in point: Medical residents do not receive training in the settings in which they are most 
likely to practice, while the community clinics and other venues that could serve as teach-
ing sites continue to scramble for providers. Training programs that try to balance inpatient 
training with training in ambulatory primary care settings—such as in community health 
centers and rural health clinics—are often plagued by insufficient funding and the reluctance 
of urban teaching hospitals to allow residents to see patients outside the institution. 

Medicare funding for nursing training

Since its inception in 1965, Medicare also has paid—to a much lesser degree—for nurs-
ing education for hospital-based diploma programs. In those days, over 90 percent of 
registered nurses were trained in hospitals. Today the majority of nurses are trained in 
academic settings and only 7 percent receive their primary training in a hospital-based 
setting. Yet Medicare still pays about $150 million per year to these hospitals for nurse 
training and nothing to academic centers.39 In addition, the majority of this funding goes 
to just three states.40 
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Health Resources and Services Administration

The second funding source for health professions is programs within HRSA, the nation’s 
“access” agency, which is charged with improving health by making sure the right health 
care services are available in the right places at the right time. Funds for this agency are 
allocated at the discretion of Congress to support primary care and general dentistry, nurs-
ing programs, and grants and incentive payments to encourage providers to work in parts 
of the country without enough health providers and in shortage specialty areas such as 
primary care. 

HRSA’s 2009 appropriation of almost $530 million is “intended to counter market forces 
that encourage specialization.”41 Another $200 million in one-time funding was authorized 
in the American Recovery and Reinvestment Act of 2009. Despite this short-term bolus 
of funding, the total allocation is insufficient to address workforce reform needs. Funding 
streams are vulnerable to yearly budget battles and cuts. (See Table 2, which summarizes 
HRSA program funding appropriated from 2007 to 2009.)42 

HRSA Health Professions Programs are authorized by Titles III, VII, and VIII of the 
Public Health Service Act and sometimes referred to by their title. They provide funds to 
health professions schools and training programs, which they use to expand, improve, and 
provide training and financial aid to students. The objective is to build a health professions 
workforce that will meet the nation’s urgent health care needs, including: 

•	 Health professionals prepared and motivated to work in Health Professional Shortage Areas
•	 Health professionals who mirror the U.S. population in race and ethnicity
•	 Health professionals with the skills needed to care for our aging population

Table 2

HRSA funding programs

Funding for workforce programs in Public Health Service Act (Title VII, III, and VIII) in fiscal years 2007 to 2009

HRSA programs – Public Health Service Act (PHSA)
Appropriated

FY 2009 (in millions) FY 2008 (in millions) FY 2007 (in millions)

National Health Service Corps – Title III $135 $123 $125

Primary care and general Training – Title VII

Training for diversity $86.8 $69.7 $63.8

Training primary care medicine & dentistry $48.4 $48 $48.9

Interdisciplinary and community-based education $77.4 $68 $64.2 

Public health workforce development $9 $8.3 $7.9 

Total Title VII $221.7 $194 $184.7

Nursing workforce development – Title VIII $171 $156 $184.8

Total of VII, III, VIII $527.7 $473 $494.5

Source: Budget in Brief. U.S. Department of Health and Human Services. Fiscal Year 2009; Senate Finance Committee, House Appropriations Committee, AAMC Washington Highlights 3/6/09; and Association of American 
Medical Colleges Health Professions Programs Funding Chart, available at: http://www.aamc.org/advocacy/hpnec/fy10fundingchart.pdf.
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In this section of the paper we’ll examine how each of these programs were created and 
how they currently work and are funded. 

The National Health Service Corps

The NHSC, established in 1972 and authorized through PHSA Title III, provides scholar-
ships and provides loan repayment to health professionals who agree to work in health 
professional shortage areas in the United States. The NHSC helps assure Americans have 
access to medical, dental, and mental health providers to meet their health needs. Since 
its inception, more than 30,000 clinicians have served in the National Health Service 
Corps, expanding access to health services and improving the health of people who live in 
urban and rural areas where health care is scarce. About half of all NHSC clinicians work 
in HRSA-supported health centers, which deliver preventive and primary care services to 
patients regardless of their ability to pay. About 40 percent of health center patients have 
no health insurance.43

Despite a continued shortage of providers in underserved areas, this program has been 
chronically underfunded. In 2006, the National Health Service Corps had a total of 4,200 
vacant positions posted by sites that met criteria as a health professional shortage area, but 
had funding for only 1,200 positions. For each NHSC award, there were seven applicants.44 

Primary care workforce training programs

Primary care workforce programs were enacted in 1963, as Title VII of the Public Health 
Service Act. These programs focus on increasing the number of students and faculty in 
primary care medicine, dentistry, public health, and related health professions and prepar-
ing them for real-world practice. Over the years, new health workforce needs, and social 
and market trends have emerged, and programs were added in a piecemeal fashion. These 
include programs to support and increase the workforce to care for rural populations such as:

•	 Programs to improve care for aging populations through Geriatric Education Centers
•	 Programs to improve the racial and ethnic diversity of the nation’s workforce through 

scholarships
•	 Health Careers Opportunities Programs for disadvantaged students, interdisciplinary 

training programs, and attempts to develop an infrastructure for health workforce analysis 

Funding for these programs has been precarious over the last decade, forcing some 
programs to the brink of extinction and an overall decrease in real dollars. For example, in 
2009 dollars, funding for these programs have has decreased from a high of $2.5 billion 
per year in the mid-1970s, to about $222 million today.45
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Nursing workforce training programs

Nursing workforce training programs, first funded in 1964 as Title VIII of the Public Health 
Service Act, focus on nursing programs, particularly training for advanced practice nurses 
and improving nurse retention and patient care. Educating the next generation of quali-
fied nurses in sufficient numbers is paramount to addressing the current nursing shortage. 
While schools are struggling with barriers such as limited classroom space, insufficient 
clinical sites, and overall budget constraints, it is the shortage of nursing faculty that is the 
major obstacle to increasing student capacity. As the nursing shortage worsens, more than 
50,000 qualified nursing school applicants were turned away in 2008, with faculty shortages 
identified by such programs as a major reason for turning away qualified applicants.46

In fiscal year 2008, these programs provided loan, scholarship, and programmatic support 
to 51,657 student nurses and nurses.47 These nursing programs are essential not only for 
educating nurses, but more critically, to fund the education of additional nursing faculty. 
Federal funding for nursing education programs has also been flat through the years, thus 
decreasing in real dollars. Funding for fiscal year 2009 was $171 million. These programs 
provide the largest source of federal funding for nursing education.
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Recommendations

Despite the dire predictions about the looming health workforce shortage, there are some 
concrete steps Congress and the Obama administration can take to address the issue. With 
some initial changes and minimal investment, we can start to make the changes necessary 
to shore up the nation’s health workforce. 

The first set of recommendations focuses on realigning federal money that the U.S. govern-
ment currently spends on workforce development. The second set of recommendations 
focuses on how to get more people into the health care professions currently experiencing 
shortages and into the areas of the nation without enough of these health care providers. 
This tends to be in the form of scholarships or loan repayment programs. The last cluster 
of recommendations is more long term and focuses on how health professions are trained. 
These include the location and content of the training. 

Realign federal spending to better address workforce needs by:
•	 Creating a National Health Care Workforce Commission
•	 Changing Medicare funding to support nursing education
•	 Reforming payments to better reward primary care

Support health workforce training in high-needs specialties by:
•	 Increasing funding of the National Health Service Corps
•	 Targeting shortage areas and serving underserved communities
•	 Increasing funding to promote workforce diversity

Reform the training of health professionals by:
•	 Allowing federal funding of physician training to include community-based sites
•	 Providing new funding for community-based physician training
•	 Changing the content of health professional training 

Our recommendations to reform federal health care 
workforce policies
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Realign federal spending to better address workforce needs 

Right now most of the federal investment in the nation’s health workforce development 
goes to training specialty physicians in urban, tertiary care hospitals. Generally, this is 
not where we need more physicians and does not help to increase other necessary health 
professionals. Most health care experts agree that training more specialty physicians is 
not a priority in addressing health workforce shortages. 

Better alignment of federal spending on health workforce should start with an examina-
tion of annual Medicare and Medicaid investment in teaching hospitals of about $12 bil-
lion compared with the investment of $530 million in Health Resources and Services 
Administration programs that promote for primary care, nursing, and dental health 
workforce in underserved areas. In addition, the Institute of Medicine recommends that 
medical education and public health issues be more closely aligned, especially in relation 
to preparedness for natural disasters, pandemics, bioterrorism, and other threats to the 
nation’s health.48 Based on these goals, here are our recommendations in this arena:

Create a permanent National Health Workforce Commission

The creation of a national planning body to assess and make recommendations about 
important health care workforce issues was first officially recommended in 2008 by the 
Council on Graduate Medical Education 19th Report, a Journal of the American Medical 
Association editorial, and the Association of Academic Health Centers.49 

A permanent National Health Workforce Commission would make recommendations 
to Congress and appropriate government agencies to design funding and incentives, and 
to evaluate the implementation and revision of programs, grants, and regulations related 
to the nation’s health workforce. Because demand for health care services changes and 
the health workforce training lasts many years, a permanent commission could regularly 
evaluate federal funding of health professional education and graduate distribution to 
areas of need, and make recommendations to improve outcomes. 

The most important issue our proposed commission would evaluate is federal spending 
on residency programs. The $12 billion spent in teaching hospitals is not consistent with 
where Americans receive their health care or current workforce needs. While there is gen-
eral recognition that the reinvigoration of primary care is the basis of meaningful health 
care reform, these monies reinforce a specialty driven health care system. 

Moreover, this money is not actively managed by the government. The funding formulas 
to support health professions education are complex, inconsistently evaluated, and often 
unfairly distributed to states. The health care institutions receiving subsidies for health 
professions education should be required to annually report on their performance and 
outcomes, be independently evaluated, and be held more accountable for meeting the 
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nation’s workforce needs. This would entail new partnerships and collaborations with 
communities, and a more conscious and deliberate effort by training programs to assure 
that in exchange for public support, their health professions trainees are a public good that 
serve the needs of the communities where they practice, the trainees themselves, and of 
the educational institutions. 

The new commission would be tasked with evaluating data and making recommenda-
tions to create transparent funding formulas for health professions training with measur-
able outcomes, expectations, and deliverables. The commission would work closely with 
accrediting groups to determine workforce needs, assign accountability, allocate funding, 
and develop innovative training models to meet the needs of the community, training 
institutions, and trainees.50

There are a number of reasons why a new body must be created and charged with these 
responsibilities. Though there are numerous groups now charged with making recom-
mendations about specific workforce issues, none are at the level of oversight that can 
take into account the full range of issues and priorities necessary. The Medicare Payment 
Advisory Commission, for example, can make recommendations about payment policies 
to Medicare, and the Centers for Medicare and Medicaid Services can make regulatory 
changes to Medicare and Medicaid, but neither MedPAC nor CMS is charged with nor 
has the authority to provide overall workforce planning. Other health professional task 
forces, councils, and committees have narrow foci by statute or inclination. These include:

•	 The Council on Graduate Medical Education for medical training, authorized by 
Congress in 1986 to provide an ongoing assessment of physician workforce trends, 
training issues, and financing policies and to recommend how to address needs

•	 The National Advisory Committee on Nursing Education and Practice
•	 The Advisory Committee on Training in Primary Care Medicine and Dentistry
•	 The Relative Value Scale Update Committee, or RUC, which advises CMS on physician 

Medicare reimbursement rates

In the Senate health reform bill, H.R. 3590, The Patient Protection and Affordable Health 
Care Act, a provision is included to provide a national overview of the nation’s workforce 
priorities. The bill would establish a National Health Workforce Commission to serve 
as a resource to Congress, the president, and federal agencies on the workforce supply 
and demand, education, retention, fiscal stability, and the success of any pilot programs 
designed to address these issues. In this model, the Government Accountability Office’s 
comptroller general would make appointments to the new commission, with staffing 
provided by appropriate federal agencies. 

In the House of Representatives, the legislation developed by all three committees 
of jurisdiction, H.R. 3962, the Affordable Health Care for America Act, includes the 
creation of the Advisory Committee on Health Workforce Evaluation and Assessment, 
which will also evaluate, enumerate, and advise on the health workforce and prepare a 
report to Congress annually. 

A National 
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Both the Senate Workforce Commission and the House Committee on Health 
Workforce would be comprised of 15 members representing a broad range of health 
workforce stakeholders. Data, analysis, and recommendations could be compiled and 
analyzed from the various nursing, physician, and dental health workforce committees. 
The commission in the Senate bill however is preferable because its design would help 
protect it from political interference. 

Changing Medicare funding to support nursing education

Medicare contributes approximately $150 million per year to support nursing education 
compared to $12 billion currently going to hospitals for physician education. Because so 
few nurses receive their primary training in hospital-based programs today, Medicare should 
instead support the education and training of nurses who care for Medicare beneficiaries 
whether in the hospital, ambulatory, nursing home, or home care venues, and training for 
nurses in administrative and leadership positions to implement delivery system reforms. 

Payments could continue to be made to hospitals but should also be available for the costs of 
graduate nursing education in communities, outpatient, and other clinical settings through 
contractual agreements. This education could be provided (and the funding flow directly) 
through organizations that have affiliations with accredited schools of nursing, which in turn 
partner with nonhospital, community-based care settings. 

Medicare reimbursement would be expanded to include graduate nursing education costs 
that are attributable to the preparation of advanced practice nurses with the skills neces-
sary to provide primary and preventive care, transitional care as patients are discharged 
from hospitals, chronic care management, and other nursing services appropriate for the 
Medicare population. This includes training programs for advanced practice nurses such 
as nurse practitioners, clinical nurse specialists, and certified registered nurse anesthetists. 

The Senate bill includes such a provision—a graduate school nurse education demonstra-
tion program—and directs the secretary of Health and Human Services to establish a 
program to increase graduate nurse education training under Medicare and authorizes 
$50 million to be appropriated from the Medicare Hospital Insurance Trust Fund for each 
of the fiscal years 2012 through 2015.

Payment reform to better reward primary care

Medicare is at the center of the physician and health workforce payment universe. The 
responsibility for reviewing and updating physician payment and fees in Medicare falls to 
the Relative Value Scale Update Committee. 
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Primary care, as defined by the Institute of Medicine,51 is “the provision of integrated, 
accessible health care services by clinicians who are accountable for addressing a large 
majority of personal health care needs, developing a sustained partnership with patients, 
and practicing in the context of family and community.” Primary care is the cornerstone of 
an efficient, high-quality health system. 

Changing reimbursement systems and subsidies to more appropriately value primary care 
is a fundamental change that needs to occur. In addition, the current fee-for-service system 
creates incentives to increase the volume and intensity of services provided without regard 
for improved quality. There are few payment methodologies currently used that encourage 
coordination of care, prevention, quality, or better care. These problems led Congress to 
work with researchers and policy experts to develop payment systems to encourage col-
laboration and accountability between health providers, hospitals, and other sites of care—
two such models include the Medical Home and Accountable Care Organizations.52 Such 
changes could save the U.S. health system billions of dollars per year by preventing inappro-
priate emergency room visits, preventable hospitalizations, and unnecessary procedures.53

A Medical Home is a model of health care delivery that promotes a team-based approach 
to care of a patient through many disease states and across the patient’s stages of life.54 
Overall coordination of care is led by a primary care clinician with the patient serving as 
the focal point of health care delivery. Accountable Care Organizations are defined as a set 
of providers associated with a defined population of patients, accountable for the quality 
and cost of care delivered to that population.55 Providers could include a hospital, a group 
of primary care providers, specialists, and possibly other health professionals who share 
responsibility for the quality of care and cost of care provided to patients. While the medi-
cal home model is centered around a single practice, ACOs are at the other end of the 
spectrum, housing many practices within one organizing entity. A single ACO could be 
quite large and cover thousands of patients. 

Both health reform bills currently being considered by Congress partially address the 
underpayment of primary care clinicians by proposing increasing fee-for-service payments 
for primary care providers by a range of 5 percent to 10 percent depending on who pro-
vides the service and where. The higher rate will be applied in health professional shortage 
areas. The Senate bill would extend the bonus payments for general surgeons who work in 
underserved areas. The House bill would also increase primary care payments for provid-
ers in the Medicaid program, gradually increasing the payment for primary care services 
up to the level of Medicare payments. Both bills also include nurse practitioners and 
physician assistants as primary care providers.

Both bills include incentives for providers to deliver care in a more coordinated way, 
including Medical Homes and ACO’s. These bills also include important provisions to 
allow the secretary of Health and Human Services to expand any pilot or demonstration 
program to facilitate widespread adoption of effective models without the need for addi-
tional legislation.
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One important provision currently only in the House legislation is expanding primary 
care payments in the Medicaid program. Both bills before Congress will expand Medicaid 
coverage in all states which the Congressional Budget Office estimates will add an additional 
15 million Americans to the Medicaid program. With this increase in coverage we need to 
assure there will be enough clinicians to provide their care. To help address this, the House 
legislation includes a provision that will increase Medicaid payments to primary care physi-
cians and practitioners to 80 percent of Medicare rates in 2010, rising to 100 percent by 2012.

Support health workforce training in high-needs specialties, shortage 
areas, and underserved communities 

Health care workforce shortages often occur in rural and remote areas, and in certain high-
needs specialties such as primary care. Certain federal programs help assure access to qual-
ity care and providers. Many of these programs have been successful, but have not received 
adequate funding support. To remedy this situation we propose to:

Increase funding of the National Health Service Corps

This should be one of the highest priorities to help fill vacancies in shortage areas and to 
create new programs to train physicians, dentists, and nurses emphasizing team-based ser-
vice, public health, epidemiology, and emergency preparedness and response in affiliated 
institutions. Funding would include scholarship and loan repayment programs. Increased 
funding would be used to fill vacancies in shortage areas and to create new programs to 
train physicians, dentists, and nurses emphasizing team-based service, public health, epi-
demiology, and emergency preparedness and response in affiliated institutions. Students 
could receive tuition remission and a stipend, and be Commission Corps officers with a 
service commitment for each year covered.

All health reform legislation moving through Congress includes provisions to substan-
tially increase funding for the National Health Service Corps. In addition to increased 
funding, the Senate bill includes eliminating the existing cap on the number of individu-
als who may serve in the corps and would establish a new body: The “ready reserve corps” 
and a U.S. Public Health Science Track that would be train health professionals to assist 
in the event of a disaster. 

Increase funding for those who choose health professions in high demand

Increasing the funding of the HRSA primary care and nursing workforce programs would 
catalyze reforms to enhance the primary care, dental, and nursing workforce, as well as 
support a more diverse health professions workforce. Federal investment in the pipeline 
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of these high needs specialties is as important as addressing payment inequities in the 
Medicare system, and must be done concurrently. 

The House and Senate health reform legislation include many provisions to address health 
workforce shortages, emphasizing the workforce for primary care, nursing, and public 
health. These include health workforce development grants, scholarships, student loan 
and repayment programs, and education and training enhancements for family medi-
cine, general internal medicine, general pediatrics, physician assistants, general dentistry, 
geriatrics, advanced nursing, nurse faculty, and community and public health. Additional 
provisions support training for diversity, interdisciplinary and community-based linkages, 
and workforce diversity. Hospital training programs wishing to increase resident slots 
would be given preference for expansion if they place greater emphasis on training in com-
munity health centers, rural health clinics, and in health professions shortage areas, while 
maintaining or increasing their primary care resident trainees. 

Both the House and Senate bills include additional funding for loan repayment for nurses 
who agree to teach in nursing schools to help alleviate the nursing shortage. The Senate bill 
includes a payment of up to $10,000 per year and the House bill sets the maximum loan 
repayment amount for potential nursing faculty at $35,000 each year. The Senate bill also 
adds money for a new provision aimed at providers who choose to specialize in geriatrics. The 
legislation authorizes new funding for geriatric education centers to support training in geri-
atrics, help to develop curricula and best practices in geriatrics, and expand the geriatric career 
awards to advanced practice nurses, clinical social workers, pharmacists, and psychologists.

Increased funding to recruit and graduate students from minority and low-
income families and rural areas

Studies and experts agree that improving the socioeconomic, racial, ethnic, and rural 
makeup of our current health professionals would have dramatic impacts on health 
outcomes and health disparities. Past interventions have not moved the needle, yet few 
changes have been made in how our training institutions select, accept, matriculate, and 
graduate students from minority and low-income families and rural areas. These students 
are more likely to enter primary care specialties, practice in underserved areas, and serve 
underserved populations. 

This is another place the National Health Workforce Commission could play a key role. 
Best practices from training institutions that make strides toward achieving a diverse work-
force could be collected, analyzed, and disseminated. 

Both the House and Senate bills also include provisions to help expand the diversity of the 
health workforce. The Senate bill included funding for programs that focus on diversity 
training and the establishment of Centers of Excellence on diversity training. Both bills 
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target funding for loan repayment to individuals who come from disadvantaged back-
grounds and provide additional awards for cultural and linguistic competency. 

Reform the training of health professionals

These reforms should include enhancing and modernizing hospital and tertiary care train-
ing with training in outpatient (also called ambulatory or clinic sites), rural, and community 
sites; changing the content of education; and increasing necessary faculty to provide inter-
disciplinary and team-based training. Our specific recommendations in this arena would:

Allow federal funding of physician training to include community-based sites

Currently the Centers for Medicare and Medicaid Services regulations do not allow pay-
ment for physician training outside of the teaching hospital. In CMS language, hospitals 
are called “providers” and training outside of teaching hospitals is referred to as training 
in “non-provider sites.” Thus, while the majority of patient care in the real world occurs 
outside of hospitals, Medicare only pays for resident training that is provided inside of 
teaching hospitals. 

Consequently, there is a training imbalance that prevents adequate preparation of a 
workforce for the place where most health care takes place—in outpatient settings. The 
current funding formulas also encourage subspecialization and practice after graduation 
in close proximity to adequately served urban areas—because that’s where most teaching 
hospitals are located. Data collected by the Dartmouth Atlas Project show that increasing 
the number of specialists in these urban areas increases costs, without improvement—and 
sometimes results in a decrease—in the quality of care.56 

Both bills in Congress amend Medicare Graduate Medical Education payments to allow 
time spent by residents in community settings to be reimbursed. In addition, the House 
bill also requires HHS’s Office of the Inspector General to conduct a study to assess the 
effect of the increased time spent by medical residents in community settings and to pres-
ent the findings to Congress within four years. 

Provide new funding for community-based physician training

In addition to allowing current federal Graduate Medical Education program training dol-
lars to be spent in community-based sites, there should be additional funding provided to 
expand these sites. To support reform of health professions education, new federal funding 
should provide grants and loans for start-up costs associated with developing community-
based training activities in underserved communities and populations. This will help 
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balance urban, hospital, and tertiary care training venues with community-based, rural, 
ambulatory, and interdisciplinary team training and can be administered through HRSA. 

Teaching Health Centers—nonhospital community settings that would develop and oper-
ate an accredited primary care residency program—are one way to increase community-
based training for medical residents. There are different proposals circulating in Congress 
on how to accomplish this. 

In the House bill there is a new grant program through HRSA for the establishment and 
operation of community-based residency training programs that includes Teaching Health 
Centers. In the Senate, the proposal goes further and would expand flexibility of the 
payments and the ultimate capacity of community-based training. In this model, federal 
funding would go directly to community-based sites. 

Both of these proposals would reward teaching hospitals that contract with entities such 
as federally qualified community health centers and rural clinics for community-based 
resident and nursing education, and create an infrastructure to train doctors, nurses, and 
others to provide both service and learning to provide coordinated care and increase pri-
mary care capacity in underserved rural and inner-city urban venues. Allowing the federal 
financing of Graduate Medical Education to flow directly to these community-based sites 
is a significant change that would restore balance to health professions education between 
hospital, outpatient, and ambulatory training, and redirect the pipeline to areas of need in 
health professions shortage areas.

Change the content of health professional training. 

New health professions education and training models should integrate with health reform 
measures aimed at insurance coverage, delivery systems, payment systems, and account-
ability for quality. Examples include the Medical Home and the Health Commons models 
of care delivery, which combine medical, behavioral, oral, and public health with services to 
address social determinants of disease, as well as Accountable Care Organizations,57 which 
create service delivery and education models that integrate and coordinate care. These new 
models of care delivery create new opportunities to provide—and be reimbursed—for 
more team-based care. 

Training institutions have an unprecedented opportunity to take a leadership role in mean-
ingful reform for the fiscal and quality outcomes of the health of the population served 
and the preparation and ongoing education of the health professionals who provide that 
care. Though there is nothing in the pending legislation that would actually change the 
training health providers receive—that will be left up to the academic institutions and 
hospitals—both the House and Senate bills provide funding to start and expand primary 
care Medical Homes and Accountable Care Organizations in an attempt to provide better 
coordinated primary care, especially for those with chronic illnesses. 

These new 

models of care 

delivery create 

opportunities 

to provide more 

team-based care.



26  Center for American Progress  |  Closing the Health Care Workforce Gap

Next Steps

Health care workforce reform will not end with the passage or defeat 
of legislation in Congress. Even if a bill is passed and signed into law, 
we still will need to continue to work to assure contemporary health 
workforce training and distribution that serves individual patients and 
communities without access to quality care. The following simultane-
ous steps will help drive change, and push beyond the limits of the 
current legislation:

Train health professionals to promote team-based, 
collaborative care 

This education cannot be regulated at the national level. Instead, 
Academic Health Centers, teaching hospitals, and universities must 
commit to changing the way they educate and train health profession-
als. In addition, professional organizations, accrediting bodies, and teaching institutions 
must be involved. 

Currently some of their requirements actually create barriers to interdisciplinary educa-
tion. The American Board of Family Medicine, for example, inhibits integration of primary 
care training by penalizing programs that colocate in outpatient clinical sites with other 
residency specialties such as general internal medicine. Such regulatory and institutional 
barriers should be identified and removed or made more flexible to allow coordination and 
integration of health care. While an entity like the National Health Workforce Commission 
can serve a convening function, it’s really up to professional organizations, accrediting bod-
ies, and teaching institutions to execute meaningful reform. 

Maximize use of all health professionals

Expanding the role of nurse practitioners and physician assistants in primary care is part 
of a cost-effective strategy to address the looming primary care shortage.58 Indeed, both 
professions were created nearly a half century ago to address the shortage of primary care 
physicians—a problem our nation is still grappling with. Given the current and growing 
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shortage of health professionals, it is important to encourage the use of the nation’s entire 
health workforce to the full extent of their education and training. 

One potential barrier to maximum use of this segment of the workforce is restrictive state 
practice acts and how states define “scope of practice.” All health professions are licensed 
at the state level and every state is responsible for establishing regulations to describe 
requirements for education and training, and must define the health professionals’ “scope 
of practice”—the procedures, actions, and processes that are permitted for the licensed 
individual—for their own state. For most health professionals, including registered nurses 
and physicians, the definition of scope of practice for each profession is nearly identical in 
every state. The same is not true for nurse practitioners, where the scope of practice varies 
depending on the state, ranging from working nearly independently to having require-
ments to work directly with a physician. Although not included in either bill moving 
through Congress, the Brookings Institution and the Leaders’ Project of the Bipartisan 
Policy Institute both suggest maximizing the scope of practice of all health professionals as 
an important provision to include in health reform. We agree.

Most experts see this not only as a way to fully maximize the nation’s health workforce but 
also a way to increase quality while decreasing costs. In fact, heath economist Mark Pauly, a 
cost containment expert and a professor of health care management at the Wharton School 
of Business, puts it: “In a world of finite resources, it is logical to worry about rationing. 
Making greater use of advanced practice nurses is one way to trim costs and maintain high 
quality.”59 But he suspects there are few instances of such “low-hanging fruit.”	

The Brookings Institution included this recommendation in their report, “Bending the 
Curve: Effective Steps to Address Long-Term Spending Growth.”60 They recommended 
creating incentives for states to amend the scope of practice laws to allow for greater use 
of nurse practitioners and other health providers, especially in states that limit how the 
provider can practice. The Bipartisan Policy Center also included such a recommendation 
in their report “Crossing Our Lines: Working Together to Reform the U.S. Health System,” 
written by former Senate Majority Leaders Howard Baker, Tom Daschle, and Bob Dole.61 
They noted that there are currently many states that have scope of practice laws that 
discourage use of advanced practice nurses, among others. As one way to promote high-
quality, high-value care they recommend revising state scope of practice laws and suggest 
providing incentives for states to amend scope of practice laws that discourage the use of 
advanced practice nurses, pharmacists, and other allied health professionals.

Another way to accomplish this is to bypass the states altogether and have a federal 
preemption of the state practice acts. This has worked for the Veteran’s Administration 
and the Indian Health Service. This brings consistency to the scope of practice for health 
professionals, regardless of the state in which they practice. In this way, the federal pre-
emption must be seen as a floor and not the ceiling to allow states with progressive state 
practice acts to continue to fully maximize their entire workforce, especially in this era of 
provider shortage. 
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entire health 

workforce to the 

full extent of their 

education and 

training.
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Consider ways to continue to promote better coordinated care

The legislation now before Congress creates several new models of integrated, coordi-
nated care catalyzed by federal grants, direct subsidies, and payment reforms which will 
accelerate the pace of change. But these programs alone will not fully reform the health 
training and delivery systems. In many of the early models of coordinated care—whether 
in Medical Homes, Nurse Managed Clinics, Accountable Care Organizations, or Health 
Commons cited earlier—colocating services was insufficient to improve health outcomes. 
Breaking down barriers of communication and management even within one facility can 
be difficult, often because providers lack training. 

Important tools to care coordination will be electronic health records and health informa-
tion technology advances, which will require meaningful use and real time communica-
tion with patients and between health providers. Yet current health professional training 
occurs in isolation, separate from other health professionals and disciplines, often without 
learning about how to appropriately use new technology. We recommend that academic 
health centers and other health professions training institutions quickly develop new cur-
ricula to prepare students to practice in the evolving health system, armed with the latest 
in health information technology. Academic health centers and training institutions have 
an unprecedented opportunity to provide leadership in reforming the education of health 
professionals. They must deliver for reform to be successful. 
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Conclusion

A rational, robust health workforce will enhance the success of other national health 
reforms. Health professions training—and especially training that results in health care pro-
fessionals practicing in areas of need—are largely disconnected from any current national 
health workforce policy. Federal support does not reliably include training of nurses, nurse 
practitioners, dental hygienists, or physician assistants. Inpatient, ambulatory, and commu-
nity-based training venues should incorporate contemporary models of interdisciplinary, 
coordinated, and team-based care, building on the strength of the current hospital based 
education systems while maintaining the critical safety net services they provide. 

At a recent Senate Finance Committee hearing on the health workforce, Fitzhugh Mullan, 
the Murdock Head Professor of Medicine and Health Policy at George Washington 
University, said:

We won’t be able to create a more inclusive, affordable, quality system [of health 
care reform] without a powerful primary care workforce at the center of the system. 
Reinventing Title VII without making Medicare GME more responsive to national needs 
will result in little progress.62 

The clear conclusion: the cornerstone of an efficient, high quality, accessible health system 
is primary care. 

Today, Medicare and Medicaid Graduate Medical Education payments of $12 billion per 
year to teaching hospitals are wrongly amplified by the current fee-for-service reimburse-
ment system, which undervalues primary care services and continues to expand the supply 
of resident trainees in subspecialties that perform highly reimbursed procedures for the 
hospital. This must change.

Health care workforce reform requires renegotiating and realigning the federal incentives 
to address unmet health and social needs. Performance indicators for health workforce 
training and distribution of graduates to areas of need, like the dashboard indicators on 
a car, will help. A National Health Workforce Commission can assure that our nation’s 
investment in the education and distribution of health professionals is a public good, of the 
highest quality, and accountable for better performance on clear and measurable outcomes. 
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